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Introduction 


The Report of the Auditor General of Canada to the House of Commons, for 
the fiscal year ending March 31, 1976, has drawn the attention of Parliament 
to federal Crown corporations. While the Auditor General’s Report addresses 
the financial management and control of Crown corporations, the 
Government is also concerned with the wider question of the general 
relationship which exists or should exist among Crown corporations, 
ministers, the government and Parliament. 


Of concern to the Government are the following questions: To what extent 
should Crown corporations be used as instruments of public policy when the 
pursuit of policy objectives may detract from the financial performance of 
such corporations? How can increased responsiveness to public policy be 
reconciled with the arm’s-length relationship which the theory of public 
enterprise requires government, ministers and Parliament to maintain with 
Crown corporations? Since public policy is defined by Parliament and the 
government of the day, how can managements of Crown corporations be 
held responsible for overall corporate performance if many of the general 
policies which they are expected to pursue are developed outside of their 
corporations? 


An examination of the relationship between Crown corporations, the 
ministry, government and Parliament follows in Part | of this Paper. 

Part Il of the Paper contains a descriptive analysis of the problems which 
the Government feels must be confronted and a series of reforms which the 
Government feels should be made. Such reforms, in the majority of cases, 
require legislative authority. Annexed to this Paper as Appendix A, therefore, 
are draft legislative proposals along the lines of which a bill would eventually 
be drawn up and presented to Parliament. 


The Government does not consider these proposals to be the last word 

in defining the appropriate relationships of Crown corporations. They are 
simply a further step in the evolution of policy which began with the 
establishment of Canadian National Railways in 1919 and continued through 
Parliamentary approval of the Financial Administration Act in 1951 and the 
Report of the Royal Commission on Government Organization in 1962. The 
Government commends these proposals to all Canadians as those which will 
assist greatly in clarifying the role and relationships of Crown corporations. 
The proposals also seek to underline the role of Crown corporations as 
instruments of public policy, while at the same time preserving degrees of 
autonomy requisite to commercial, quasi-commercial, and other activities, 


the management of which requires a measure of independence. The 
Government has decided to publish this Paper at this time in order to 
encourage public discussion and comment and allow the Government to hear 
and consider the comments of the Royal Commission on Financial 
Management and Accountability, the Auditor General, the interested public 
and, of course, the Crown corporations themselves, prior to introduction of 
an omnibus Crown Corporations Bill in Parliament. 


Part | 
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Historical and Constitutional Background 


1. History 


The Crown-owned corporation is far from being a recent innovation in 
Canada. In 1841 Lord Sydenham, as Governor of the United Provinces, 
established a Board of Works with corporate form to construct a canal 
system. The Board did not, however, retain its corporate status for very long 
and was soon integrated with a department. Between 1852 and 1927 a number 
of public corporations were established to administer harbour facilities 
across Canada. Of the existing Crown corporations the oldest is the National 
Battlefields Commission established in 1908 to restore and preserve historic 
battlefields of the Province of Québec. 


The creation of the Canadian National Railways in 1919 has generally been 
seen as the first major venture into public enterprise. The creation of the 
Canadian National Railways and government ownership of the Company was 
not really as large a leap as might be supposed. The federal government had 
been deeply involved in the promotion, financing and regulation of railroads 
prior to 1919. As a consequence, although the three national railroads which 
were to be brought together under the umbrella of the CNR were nominally in 
private hands, the common stock held by the private sector represented a 
minimal cash investment and the financial responsibility for the railroads 
rested largely with the federal government and certain provincial 
governments. With the impending bankruptcy of the three railroads the 
federal government was forced to take them over to protect the government's 
investment in the railroads and Canada’s credit in the foreign capital markets. 
Given the progression of government involvement in the railroads, their 
amalgamation into one government-owned entity could be seen as a further 
logical step, not a radical departure from past policies and institutions. 


After the CNR, the next major venture into public enterprise by the federal 
government was the establishment of the Canadian Broadcasting 
Corporation (CBC) in 1932. Known originally as the Canadian Radio 
Broadcasting Commission (CRBC) it performed functions of botha 
regulatory and service nature. The essential purpose in establishing the 
CRBC was to provide a vehicle by which all Canadians could have access to 
radio broadcasting and thereby promote national unity and a national 
identity. It was feared that if a Canadian controlled broadcasting and 
regulatory entity were not established, Canadian broadcasting would become 
dominated by broadcasts originating in the United States. Because of the 
small size of the Canadian market and the enormity of the country, the private 
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sector was unwilling to provide the required investment. Consequently the 
federal government moved into the field. 


By the outbreak of war in 1939 there were in existence fifteen Crown-owned 
companies in the rail, ship and air transportation, banking and credit, harbour 
administration and commodity marketing fields.' 

The largest growth in the establishment of Crown corporations was to 
come during the Second World War. The exigencies of that War demanded 
that the Government of Canada resort increasingly to an organizational 
form which could operate without the personnel and budgetary constraints 
of normal departmental administration. In establishing Crown companies 
to assist in the war effort the government was also using an organizational 
form that would attract and be familiar to businessmen drawn from the 
private sector to assist in the management of essential war programs. For 
these reasons thirty-three Crown companies were established, four by 
letters patent under the Canada Companies Act pursuant to the authority 
vested with the government by the War Measures Act and twenty-eight by 
the Minister of Munitions and Supply under the Canada Companies Act 
pursuant to the Department of Munitions and Supply Act.2 


A large number of the wartime Crown companies were wound-up with the 
end of the hostilities. Many continued, however, and their number was 
augmented by additional companies established during the reconstruction 
period after the War. By 1951, there were thirty-three Crown-owned 
companies in operation. 


Owing to the speed with which Crown companies were created and as a 
result of the host of different purposes for which the companies were 
established, the government did not define either standard models for their 
creation, or systems by which the ministry, designated ministers or 
Parliament could exert effective control and direction over them and ensure 
adequate accountability from them. Accountability of Crown companies to 
Parliament was particularly weak. Crown companies could avoid 
Parliamentary scrutiny indefinitely as long as they did not require 
Parliamentary appropriations to finance operations. 


It was partly in response to this problem that in 1950 the government 
proposed to Parliament a Bill which was later to become the Financial 
Administration Act (FAA). Part VIII of the FAA was intended to lay the 
foundation for a more uniform and systematic financial relationship between 
the ministry and Crown corporations on one hand and the ministry and 


1See Appendix B 


2See Appendix C. Upon the outbreak of war the Department of Munitions and Supply was established under 
the Department of Munitions and Supply Act. The Act granted extensive powers to the Minister to provide 
supplies and munitions related to the war effort and for carrying out defence projects. The Act was very 
quickly amended (1940) to authorize the Minister to incorporate companies under the Canada Companies 
Act, and under equivalent provincial legislation. Once a corporation was established in this way, the Minister 
could delegate any of the powers and duties conferred upon him by the Act to the corporation. The Minister of 
Munitions and Supply throughout the war (April 1940 — Dec. 31, 1945) was C.D. Howe and the wartime 
corporations established by him became known as the “C.D. Howe corporations”. 


Parliament on the other. The ministry was still to exert the preponderance of 
what might be called the shareholders’ prerogatives, but Parliament took unto 
itself, through the FAA, means by which it could scrutinize the affairs of 
Crown corporations and more effectively hold the ministry to account for the 
exercise of its powers in relation to Crown corporations. It is important to 
note that the FAA addressed itself only to issues of financial direction, control 
and accountability. Policy direction, control and accountability were left 
untouched, except insofar as the financial regime specified by the FAA led to 
more effective policy management. 


Since Parliamentary approval of the FAA in 1951 the number, size and 
importance of Crown corporations have grown immensely. More than a third 
of the present operating Crown corporations have been created in the period 
since 1951. Although the federal government has in that period resorted to 
other types of public enterprise’, the Crown corporation type remains the 
most common and important. 


Yet, since 1950, there has been little progress in further defining the role of 
federal Crown corporations and their relationships to the appropriate 
minister, the government and Parliament and the role of the managements of 
Crown corporations. The utility and value of Crown corporations in the 
pursuit of public policy objectives is not at issue; nor is the ability or the 
desire of the managements of Crown corporations for efficient and effective 
operation in the public interest. What does concern the government is the 
lack of consistency and clarity in the relationships between the corporations 
and the ministry and Parliament. 


2. Description of the Crown Corporation Form 


Section 66 of the Financial Administration Act defines a Crown corporation 
as: 


a corporation that is ultimately accountable, through a minister, to 
Parliament for the conduct of its affairs and includes the corporations 
named in Schedule B, Schedule C and Schedule D (of this Act); 


Schedules B, C and D of the FAA group Crown corporations that come under 
the authority of that Act.4 Schedule B lists all of the departmental Crown 
corporations, which for purposes of the FAA are treated in the same way as 
departments of government. According to the criteria established for this 
class of corporation, departmental corporations are responsible for 
“administrative, supervisory or regulatory services of a governmental nature”. 
Schedule C lists as agency corporations all of those Crown corporations 
which normally fall under the authority of Part VIII of the FAA. These are 


3Including mixed enterprises such as the Canada Development Corporation and Panarctic Oils Ltd. and 
wholly-owned government enterprises (not brought under the regime for Crown corporations specified by the 
F.A.A.) such as Canadair and de Havilland. 


4Schedule A of the FAA lists all of the departments of the federal government. 
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agents of Her Majesty in right of Canada and are responsible for the 
management of trading or service operations on a quasi-commercial basis or 
disposal activities on behalf of the Government of Canada. The corporations 
listed under Schedule D (proprietary corporations) also come under the 
general authority of Part VIII, but they need not be agents of Her Majesty and 
are usually responsible for the management of commercial and industrial 
operations involving the production of or dealing in goods and the supplying 
of services to the public. The provision in the FAA that proprietary 
corporations are “ordinarily required to conduct their operations without 
appropriations”, plus the description of the operations of some as 
“commercial” is taken to mean that this type of corporation is expected to 
operate on acommercial basis similar to a corporation in the private sector. 


The Schedules to the FAA include a total of fifty-four Crown corporations:5 
twelve departmental corporations, nineteen agency corporations and 
twenty-three proprietary corporations. At the same time Volume III of the 
Public Accounts of Canada (1974-75) includes a listing of forty-three of 
what are referred to as Crown corporations. The Public Accounts do not 
list any departmental corporations in Volume III but do list a number of 
corporations not included in the Schedules of the FAA. 


The Auditor General’s Report (1976) uses the term “Government-Owned and 
Controlled Corporations”. In the appendices to the Report a total of fifty- 
seven corporations are listed, including nineteen of the corporations listed in 
Schedule C of the FAA and twenty-two listed in Schedule D. Although the 
Report does not list any of the corporations listed in Schedule B of the FAA, 
the Report lists a number of corporate entities not listed in the Schedules, a 
few of which are enterprises in which there are varying degrees of private 
sector ownership. 


It is evident, therefore, that some attention must be directed to the definition 
of ‘Crown corporation’ and the listings in the Schedules of the FAA. Part II of 
this Paper relates only to those corporations now listed in the FAA or 
which may, in future, be listed there. For the purposes of this Paper, 
therefore, the term “Crown corporation” is not taken to apply to organizations 
such as the Bank of Canada, or to mixed enterprises such as the Canada 
Development Corporation or Telesat Canada. 


When the term Crown corporation is used, the corporations which most often 
spring to mind are those which provide goods or services directly to the 
public on a commercial or quasi-commercial basis. Yet federal Crown 
corporations do much more than provide goods and services or operate ona 
commercial or quasi-commercial basis. Some, such as the Economic Council 
of Canada or the Science Council of Canada have as their primary role the 
provision of expert and objective advice to the public and to the Government 
of Canada in special fields. Others, such as the Atomic Energy Control Board, 
perform functions of a regulatory nature®. Still others have the objective of 
stabilizing the prices of certain commodities and ensuring an adequate return 
5See Appendix D. 


SRegulatory commissions such as the CRTC, CTC, National Energy Board and Foreign Investment Review 
Agency do not have corporate form and are not listed as Crown corporations. 


to the producer on labour and investment. A list of such corporations would 
include the Agricultural Stabilization Board, the Canadian Dairy 
Commission, the Canadian Saltfish Corporation and the Freshwater Fish 
Marketing Corporation. Some, such as the National Research Council and 
the Medical Research Council, perform granting functions in support of 
research and conduct research themselves. 


A large number of Crown corporations perform functions that would normally 
be the responsibility of a department of government, and in fact, a number of 
such corporations are almost completely integrated within a department.’ In 
such cases the Crown corporation structure persists in order to give to its 
management the juridical powers which facilitate the acquisition, holding and 
disposition of property and the ability to sue and be sued in its own name. 


The Introduction to this Paper has noted that Crown corporations have 

often been established to give a measure of independence to the 
management of certain types of activities. That independence takes two 
forms: independence from the close financial and personnel controls that 
accompany departmental administration and independence from inter- 
ference by Parliament and the government in the day-to-day management of 
the activities of the Crown corporations. 


The degree of independence accorded varies across the spectrum of Crown 
corporations. It was intended by the FAA that departmental corporations 
be, in essence, departments of government over which the Governor in 
Council or the appropriate minister would exert more or less continuous 
financial control and direction as would be the case for a department. At the 
other extreme are the proprietary corporations. The government is not 
expected under the FAA to approve or even see the annual operating budgets 
of such corporations, but must approve annual capital budgets. The 
consequence is that governments normally supervise the capital proposals 
and general policy of proprietary corporations while leaving day-to-day 
operations to corporate management. 


Between these two extremes on the continuum of independence are the 
agency corporations. The appropriate minister and the President of the 
Treasury Board must approve the annual operating budgets of agency 
corporations. Further, the Governor in Council may make regulations with 
respect to the conditions upon which an agency corporation may undertake 
contractual commitments. These provisions leave the implication that the 
government remains responsible for general supervision of the operations of 
Schedule C corporations. The Governor in Council must also approve the 
annual capital budgets leaving the impression that the government is 
responsible for broad policy supervision as well. 


7For example The Director, Veterans’ Land Act, Director of Soldier Settlement, Uranium Canada Ltd., 
Canadian Commercial Corporation. 
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It is for the proprietary corporations such as Canadian National Railways, the 
Canadian Broadcasting Corporation and Air Canada that the principle of 
independence from interference by Parliament and the government in day-to- 
day affairs is most strongly held. Indeed, a practice has developed that such 
corporations must be independent and free from such Parliamentary and 
government scrutiny and control. This practice has been based on the legal 
relationship of proprietary corporations to the government specified by 
various statutes, on the reasons underlying their original establishment, on 
the type of operations which they conduct and on the environment within 
which they operate. The theory was enunciated by Prime Minister Arthur 
Meighen, referring to the operation of CNR: 


“how is the Canadian National Railway directorate going to makea 
success in that fight for business (with CPR), going to make a success 
of its efforts to compete with the Canadian Pacific, if every day it is 
subject to having every action of the board of directors and of its 
agents and officers disclosed to the public and to its competitor while 
on the other hand the competitor need disclose nothing at all?” 


As late as 1970 in a statement in the House of Commons, Mr. Stanley Knowles 
(M.P. Winnipeg, North Centre) stated:9 


“.... itis frequently argued in this House that Crown corporations are 
independent bodies, and that once we have set them up we should not 
interfere in their day-to-day administration. That principle has been laid 
down with respect to Canadian National Railways, Air Canada, the 
Canadian Broadcasting Corporation, and so on. In general terms this is, | 
believe, a good principle. But there are times when the line between day- 
to-day administration and broad policy is a bit grey. | would still contend 
that we should not interfere with day-to-day administration, but when a 
Crown corporation such as the Canadian National does things, which in 
terms of broad policy are offensive to the views of Parliament, then | think 
we ought to say so....” 


The relative independence of proprietary corporations from Parliament and 
government has been considered necessary to establish an environment 
which would attract businessmen to the management of an entrepreneurial 
activity on behalf of the public. Some independence from Parliamentary 
scrutiny is also considered necessary to protect the commercial secrecy of 
competitive Crown corporations. Finally, independence from the personnel 
and budgetary constraints which accompany departmental administration is 
thought necessary to facilitate business management in the marketplace. 


Autonomy in personnel management is not limited to the proprietary 
corporations. For organizations such as the National Research Council or the 
National Film Board that manage functions not common in the Public 
Service, autonomy in personnel management has been deemed necessary for 


8Canada, House of Commons Debates, March 22, 1921, p. 1181 
8Canada, House of Commons Debates, November 27, 1970 p. 1549 


the recruitment of individuals with unique talents as well as to facilitate closer 
relations with particular professional communities. Crown corporations 
performing functions of an advisory, subventionary or regulatory nature have 
been given a semi-autonomous stature to separate the management of these 
sensitive functions from political interference. 


3. Constitutional Position 


It is commonly understood that Crown corporations, although largely 
independent of Parliamentary scrutiny and control, are still in the final 
analysis instruments of Parliament. Logic then dictates that Parliament 
should exercise what might be called the shareholders’ prerogatives with 
respect to Crown corporations on behalf of the Canadian public. In fact, 
where a share structure exists in a Crown corporation, the trustee 
shareholder is the individual minister who is designated by the Governor in 
Council as the appropriate minister for purposes of that corporation. In other 
Crown corporations, the constituent act or the Governor in Council 
designates a certain minister as the “appropriate minister”. 


The full meaning of the term appropriate minister is unclear. Ata minimum he 
or she acts as the reporting link to Parliament for the Crown corporation. But 
there are certain additional powers vested in the appropriate minister, either 
by the FAA or the act establishing the corporation. These powers imply a 
greater role and responsibility than simply a reporting link. For example, 
under the FAA the appropriate minister, with the President of the Treasury 
Board, approves the annual operating budgets of Crown corporations and 
with the Minister of Finance and President of the Treasury Board, 
recommends the approval of annual capital budgets to the Governor in 
Council. Under the constituent acts of the Northern Canada Power 
Commission, Central Mortgage and Housing Corporation, Teleglobe , 
Canada, Canadian Commercial Corporation, Agricultural Stabilization Board 
and Atomic Energy Control Board, the appropriate minister has the power to 
direct the corporations respecting the exercise or performance of corporate 
powers. In the corporations established by letters patent, where the 
appropriate minister acts as the shareholder, his powers of direction and 
control over the corporations are substantially augmented. Consequently, the 
level of ministerial responsibility for agency and proprietary Crown 
corporations is less than that which applies to departments of government, 
but significantly more than that of simply reporting to Parliament on behalf of 
the corporation. 


In the final analysis, however, the search for the major repository of what 
might be called the shareholders’ prerogatives leads one inevitably to the 
Governor in Council, representing the government as a whole. Although 
those prerogatives may be circumscribed or further defined by an Act of 
Parliament in individual cases, as a general rule powers of appointment and 
dismissal of directors and heads of Crown corporations and the approval of 
annual capital budgets reside with the Governor in Council. In many cases 
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the Governor in Council has the power to direct a Crown corporation and 
control the remuneration paid to directors, chairmen and chief executive 
officers. 


Crown corporations are, therefore, instruments of the Crown where the 
Crown is represented by the appropriate minister and the Governor in 
Council. Parliament has, however, taken unto itself, through statutes such as 
the FAA, some broad supervisory responsibilities with respect to Crown 
corporations, most notably through annual reports and capital budgets, 
and has defined through statute the manner in which many of the Crown’s 
prerogatives with respect to Crown corporations may be exercised. The 
respective roles of the ministry and Parliament respecting Crown 
corporations first set down by the FAA, have been duplicated in various 
corporate constituent acts, up to the most recent (Petro-Canada, 1975). 
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The Government’s Proposals 
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The Government’s Proposals 


The basic purpose of the Government's proposals is to clarify and to 
increase the consistency in the relationships between the government and 
Crown corporations on one hand and Crown corporations and Parliament on 
the other. Integral to the clarification of these relationships are the following: 
the role of Crown corporations in the pursuit of policy objectives and 
government priorities; the role and functions of boards of directors of Crown 
corporations; the use which Crown corporations make of subsidiaries and the 
government’s control over their creation. The Government's proposals 

also seek to clarify the role of the minister designated as the appropriate 
minister for a Crown corporation by establishing that minister as the focal 
point in the government’s policy direction, control and accountability of a 
particular corporation. 


The Auditor General’s Report of 1976 has served to focus attention on the 
financial management, control and accountability of Crown corporations. 
These are issues which for some time have been of special concern to the 
Government as a basic element in the relationship between Crown 
corporations, the government and Parliament. The proposals would require a 
number of amendments to Part VIII and the Schedules of the FAA in order to 
establish a more effective regime of financial administration and 
accountability. 


The role of Crown corporations 


There is a certain amount of conventional wisdom surrounding Crown 
corporations performing activities on a commercial or quasi-commercial 
basis to the effect that the government and Parliament must avoid all but the 
most cursory intervention into their affairs lest their commercial performance 
be jeopardized. This view ignores the fact that without exception such 
corporations were established by the Government of Canada to achieve 
broad policy objectives. In the case of proprietary Crown corporations the 
implementation of broad policy objectives was to be carried out, as much as 
possible within commercial disciplines, but the pursuit of commercial goals 
was never intended to override the broad social, cultural or economic goals 

| that Crown corporations were established to pursue, especially since many of 


21 


those goals could never be justified on purely commercial grounds. These 
broad goals supplement the economic objectives of the corporation. 


_Lhe case can probably be made that a few Crown corporations are now no 


longer necessary to the achievement of broader policy objectives. If there are 
indeed such corporations, there may be little utility in retaining government 
ownership over them. There may be other cases where Crown corporations 
are instrumental in the performance of policy objectives, but where removal 
of government ownership need not prejudice, or could be undertaken in such 
a way as not to prejudice, the achievement of broad policy objectives. Such 
cases, should they exist, would not require closer government control, but 
rather present the opportunity to reduce or eliminate government control 
through reductions in ownership. A reduction of government ownership 
would be in line with the Government’s undertakings as expressed in the 
Throne Speech of 1976 and the Government’s Working Paper: “The Way 
Ahead”. It could also result in benefits to the private sector and considerable 
benefit to the public sector in reducing its size. The Government is, therefore, 
examining certain Crown corporations with a view to reduction or elimination 
of government ownership where such a move would not prejudice the 
achievement of policy objectives and would result in economic benefits to the 
Canadian taxpayer. 


While a few Crown corporations may no longer be instrumental in the 
achievement of broad policy objectives, the vast majority of Crown 
corporations are instrumental in the achievement of such objectives and are, 
accordingly, a vital part of the Government of Canada. The Government 
proposes, therefore, that the forthcoming Crown Corporations Bill contain a 
declaratory statement indicating that those Crown corporations that are now 
wholly-owned by the Government of Canada and are to continue to be 
wholly-owned are constituted ‘as instruments for thie advancement of the 
national interest. As instruments for the advancement of the national interest, 
each Crown corporation, within its corporate constitution, must pursue 
whatever national objectives are defined by Parliament through the 
constituent act. The government may define additional objectives within the 
broad objectives established by Parliament. These would be communicated 
to Crown corporations through directives, policy statements and the approval 
of budgets and corporate plans. Within the framework of national objectives 
defined by Parliament and the government, boards of directors would devise 
the most efficient means of achieving those objectives and, otherwise, 
manage in the interests of the corporation. Boards of directors, however, are 
not and should not consider themselves responsible for the development or 
enunciation of national objectives. 


1. The Power of Direction 
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There are two methods by which Crown corporations are informed of policy 
objectives of relevance to them: Parliament may dictate certain broad 
objectives in the constituent act of each corporation. This device is becoming 
more common and will probably develop further in the future. The ministry, in 
amore continuous fashion, may inform corporations of public policy | 


objectives in a more detailed way. Objectives specified by Parliament are 
fixed pending revision of the act, but government objectives often evolve in 

rder to keep up with changing situations and circumstances. As explained 
earlier in this Paper, however, there is no truly effective means to 
communicate objectives to all Crown corporations on a continuous and 
formal basis and to monitor the achievement of those objectives. 


It is the Government’s view that means must exist whereby governments may, 
on acontinuous basis, communicate broad policy objectives to the 
corporations and whereby the corporations must account to government and 
Parliament for the achievement of those objectives. The Government has over 
the past years endeavoured to use annual corporate budgets and reports in 
this fashion. Yet, for reasons that will be explored in greater detail, budgets 
and reports have at times proven unduly cumbersome and less than effective. 


With respect to anumber of Crown corporations such as Petro-Canada, 
Teleglobe Canada and the Canadian Commercial Corporation, the Governor 
in Council or the appropriate minister has the power to issue a binding 
directive. Such a power means that the government may direct the 
corporation toward the achievement of certain objectives. This directive 
power began to appear in constituent acts during the early 1950’s, but its 
existence is the exception rather than the rule.1° 


Such a directive power is not unique to corporations in the public sector. In 
the private sector, an analogous power exists whereby the shareholders of 
corporations which are subject to the Canada Business Corporations Act, 
may enter into a written agreement, called a unanimous shareholder 
agreement, which, in effect, performs the same function as would a directive 
to Crown corporations. 


The Government believes that a directive power with respect to all federal 
Crown corporations is essential if Crown corporations are to be effective 
instruments in the achievement of broad policy objectives. Further, the 
existence of such a power would recognize that the government has a clear 
right to overrule or direct a board of directors on major issues and at the same 
time be publicly accountable for such intervention. 


It is the Government’s wish that the directive power focus responsibility for 
the definition and enunciation of public policy with the government and that 
the board of directors of each corporation be responsible for adapting 
corporate policy to broader public policy, as well as for the day-to-day 
management of the business and affairs of the corporation. The Government 
proposes that Parliament approve legislation whereby a written directive 
could be issued by the Governor in Council upon the recommendation of the 
appropriate minister. Any directive would be tabled in the House of 
Commons for scrutiny and debate. Of course, no directive would be issued 
that would have the effect of, or be construed as, relieving a corporation or its 
directors of any statutory duties. 

'°T he Air Canada Inquiry Report (October, 1975) recommended that a channel be established whereby “the 


Government can issue to the Board of Directors (of Air Canada), policy directives where the national interest 
from time to time requires....”. 
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The designation of the Governor in Council as the body responsible for the 
issuance of any directive would ensure that policy objectives are 
_communicated in a consistent manner to each corporation. It would also be 
the intention of the government to consult, whenever possible, with the board 
of directors prior to the issuance of a directive. 


As noted earlier in this Paper, Schedule B corporations have been 
constituted in such a way that they are under more or less continuous 
government scrutiny and control. Although more independent of government 
than the Schedule B corporations, the corporations listed in Schedule C are, 
pursuant to the FAA, still subject to close government control. For this reason 
the Government feels that a directive power of unlimited scope is appropriate 
for Schedule B and C corporations, but not for the Schedule D corporations. 


In the Government’s opinion an unlimited power of direction over Schedule D 
corporations would lead to pressures on the Government to interfere to an 
inappropriate degree in the management of the enterprises. Such a power 
could easily lead to an environment wherein Schedule D corporations would 
be seen to be susceptible of government intervention on any matter and bring 
almost any aspect of the corporations’ affairs within the range of 
Parliamentary scrutiny and debate. If the government and Parliament were to 
encroach unduly upon the management responsibilities of the corporations, 
such encroachment would almost inevitably undermine their efficiency and 
reduce their capability to recruit and retain capable top management. 


Further, Schedule D corporations have been established with a greater 
degree of independence in large part to facilitate the management of 
activities on acommercial basis, often in competition with private sector 
companies. For this reason, the Government proposes that only a directive of 
a general nature may be issued to Schedule D corporations. A directive of a 
general nature means, in essence, that the Governor in Council may only 
issue directives cast in broad terms and not of application to any specific 
managerial decision or operational matter. 


The Government does not intend to resort to the use of the directive ina 
continuous fashion. In fact, the Government anticipates that the directive will 
be used as a reserve power resorted to only in exceptional circumstances. 
The major method by which the Government will ensure the achievement of 
public policy objectives will be through the approval of corporate plans and 
annual budgets and the appointment of directors and heads of Crown 
corporations. These intruments will be discussed in detail in subsequent 
sections of this Paper. 


After careful consideration of the important issues involved, the Government 
proposes that the Canadian Broadcasting Corporation (CBC) be treated in 
the same way as any Schedule D Crown corporation with respect to the 
directive power. The Government’s proposals would have the effect, 
therefore, of bringing the CBC under the scope of application of the directive 
of a general nature. The Government wishes to make it clear to all Canadians 
that any directive issued to the CBC would be public and subject to 
Parliamentary scrutiny and debate and would not, in any event, apply to 
specific programming or other managerial decisions of an operational nature. 


2. The Principle of Compensation 


Under the Export Development Act which created the Export Development 
Corporation (EDC), a rather unique method was established whereby a 
Crown corporation could pursue public policy objectives at the behest of 
government without detracting from its overall financial performance. Under 
Section 29 of the Export Development Act the corporation may enter into 
financing arrangements at its own discretion and at its own risk. Under 
Section 31 the Governor in Council may authorize the Corporation to 
undertake a loan or guarantee in the national interest at terms or in an 
amount in excess of that which the Corporation would normally undertake. In 
such cases the financing is not undertaken at the risk of the Corporation and 
any funds required are paid out of the Consolidated Revenue Fund. Some 
other Crown corporations are similarly reimbursed for undertaking non- 
economic activities in the national interest under the direction of the 
Government. The CBC, for example, is reimbursed by the Government of 
Canada for the operation of its International Services. The Government 
proposes that this principle be applied to all Schedule D corporations as a 
further element of the directive power. 


The managements of many of the Schedule D corporations are expected 
by law and indeed seek to operate their enterprises on the soundest 
possible commercial basis. The organizations and their personnel are 
attuned to this mode and efficiency and projects are measured on 
commercial criteria. Furthermore, the profit and loss statements of such 
Crown corporations can provide to the government and Parliament a clear 
and objective method by which the performance of corporate management 
may be assessed. The Government wishes to encourage the managements 
of proprietary Crown corporations to operate on a sound commercial 
basis, to promote their efficiency and maximize the return on the 
investment of the Canadian taxpayer. It is for this reason that the Government 
proposes that Schedule D Crown corporations might be reimbursed by the 
Government of Canada for losses sustained as a direct result of 
implementation of a Governor in Council directive. 


The policy as defined above is not meant to imply that Schedule D 
corporations should pursue commercial objectives and maximize returns on 
investment in the same way as would a private sector corporation or that the 
corporate financial statements would be judged on the same basis as occurs 
in the private sector. Most Schedule D corporations have defined, in their 
constituent acts or otherwise, objectives which pertain to each corporation 
and are to be pursued by each as a matter of course independent of 
government direction. For example, the Official Languages Act requires 
Crown corporations, as well as departments, agencies and administrative 
bodies, to provide services to the public in both official languages in certain 
locations and to the travelling public, and to pursue equality of status and 
equal rights and privileges of the two languages within their organizations. 
Such policies and objectives often act as the framework within which strictly 
commercial objectives are to be achieved and should be pursued as a matter 
of course with no expectation of compensation for any losses that might 
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occur as a consequence. Corporate managements will be judged on the basis 
of their performance in the pursuit of such public policy objectives as well as 
those of acommercial nature. Since such objectives are seldom viable in a 
strictly commercial sense, it would be unfair to expect Schedule D 

corporations to achieve the same level of return on investment as their private 
sector congeners. 


Subsidiary Companies of Crown Corporations 
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A number of Crown corporations, including all those established by letters 
patent, have the legal power to establish subsidiary companies. Several 
corporations have used this ability to incorporate or take over subsidiary - 
companies in order to accomplish a certain portion of the parent’s corporate 
responsibilities. Some Crown corporations such as Canadian National 
Railways have established a vast and complex web of subsidiary companies. 
Only a few subsidiary companies are actually listed in the Schedules of the 
FAA as Crown corporations. 


In some cases, the financial statements of subsidiary companies are not listed 
separately in the parent Crowncorporation’s annual report. Consequently, very 
few report directly to Parliament through a minister and very few come under 
government direction and control except through the parent Crown 
corporation. 


In several cases where a Crown corporation is given the power to establish a 
subsidiary, it may do so without formal government or Parliamentary — 
approval.'! In those instances where subsidiary companies do exist and are 
not bound to report to Parliament except in the parent’s consolidated annual 
report, the subsidiary’s financial statements are not independently disclosed, 
making it difficult for the government or Parliament to assess the 
performance of the constituent parts of the whole operation. Atthe sametime - 
the subsidiary might be the cause of substantial drains on the Consolidated 
Revenue Fund through the parent. Of additional concern to the Government 
is the fact that Crown corporations may use, and on a few occasions have 
used, their powers to establish a subsidiary and thereby remove the 
management of an activity from the supervision of the government and 
Parliament, or undertake an activity via a subsidiary that is denied to the 
parent corporation by its act of incorporation. 


It is for these reasons that the Government proposes that before a Crown 
corporation may establish a subsidiary corporation, approval by the a) 
Governor in Council would be required. Similarly, approval would also be 
required before a subsidiary of a Crown corporation establishes another 
subsidiary. In giving approval the Governor in Council would ensure that the 
financial statements of the subsidiary are to be fully disclosed in the parent 
company’s annual report and that the business of the subsidiary is one which 
could be undertaken by the parent. Further, before giving approval, the 


"Those companies incorporated under the Canada Business Corporations Act and its predecessors. 
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Governor in Council would ensure that the parent is to exert appropriate 
financial and policy control over the subsidiary and that appropriate systems 
and procedures are planned to facilitate such control. 


Boards of Directors 


It is the Government’s belief that Crown corporations will operate at peak 
efficiency only when boards of directors operate at peak efficiency. One of 
the Government’s objectives in these proposals is to reaffirm the role of 
boards of directors of Crown corporations as the linchpin in the effective 
management of Crown corporations and to clarify the role of the boards in 
the relationship between the government and Crown corporations. In simple 
terms, the board of directors of each corporation, through each respective 
chairman, will act as the nexus in the government's relationship with Crown 
corporations. The Government wishes to assure boards of directors that they 
are clearly responsible for the management of the business and affairs of 
their respective Crown corporations within the framework of the broad policy 
objectives defined by the government and Parliament. Boards will be held 
accountable by the government for their performance of these duties. 


The role of boards of directors of Crown corporations is not completely 
analagous to the role of boards of directors in private or public companies in 
the private sector. In the private sector, directors are often either substantial 
owners of shares in the corporation or representatives of shareholders. It can 
be argued that such directors have a clearer and more personal interest in the 
performance of the corporation and that interest, at all times, will be 

to maximize the return on their investment in the corporation. In Crown 
corporations there is no shareholder but the Government of Canada and 
directors bring to the boards special qualities by which to represent best the 
government’s interests. But the government’s interests are wider and more 
complex than those of maximizing return on investment and as a result the 
role of directors is broader and more complex. Further, Crown corporations’ 
connections with the government are varied and complex. Finally, the 
government is not only the owner of Crown corporations it is also the major 
or sole source of financing and, with its wider governmental responsibilities, 
must trade off the resource demands of each Crown corporation with those of 
other corporations, departments and government programs to achieve the 
most efficient and effective use of resources for policy purposes. 
Consequently, the role and responsibilities of boards of Crown corporations 
in relating to this intricate shareholder are somewhat constrained, but more 
complicated in comparison to the responsibilities of boards in the private 
sector. : 


Aside from the common law duties that apply to directors of private 
companies under common law, there are no standards of duties, 
responsibilities and general conduct for the majority of the boards of io 


directors of Crown corporations to assist them in exercising their, sfc a 
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responsibilities. In a minority of cases Crown corporations are brought under 
the standards specified for directors in private sector corporations by 
legislation such as the Canada Corporations Act. 


In the interest of providing to directors of Crown corporations clear standards 
upon which to base their conduct and upon which their conduct can be 
judged and to introduce a further measure of uniformity into corporation law 
in Canada, the Government proposes that directors and officers of 

Crown corporations be brought under the general scheme of duties and 
liabilities of directors as specified by the Canada Business Corporations Act 
(CBCA). The scheme defined by the CBCA would require some modification 
to meet the environment peculiar to boards of directors of Crown 
corporations. 


In general, two types of duties are specified for directors and officers under 
the CBCA: a fiduciary duty and a duty of care. The fiduciary duty is a duty to 
act in good faith and applies both to the exercise of power by a director or 
officer of a corporation and to his or her use of knowledge gained in that 
capacity. Under the CBCA a director is, in effect, enjoined from using his or 
her powers or privileged knowledge to personal advantage or to the 
advantage of someone in competition with the corporation. 


The Government proposes the adoption of this standard. This would require 
that directors or officers of Crown corporations disclose in writing to the 
corporation any material interest they may have in acontract with the 
corporation. Directors would also be prohibited from voting on such 
contracts in most cases. The government would also require part-time 
directors and certain officers to disclose their directorships in private sector 
corporations and would prohibit full-time directors and certain officers from 
accepting outside directorships without the express approval of the Governor 
in Council. Other aspects of the Government’s suggested conflict of interest 
regime would remain informal, though the proposed directive power could be 
used to give them force. This regime would subject full-time Governor in 
Council appointees with Crown corporations to the same as that for deputy 
ministers, described by the Prime Minister in his statements to the House 

of July 18 and December 18, 1973 and the Prime Minister’s letter of October 
18, 1976 to his colleagues, which was tabled on December 17, 1976. Crown 
corporations have also been asked to adopt guidelines for their employees 
that are similar to those for public servants, including the guidelines 
respecting commercial activities on leaving the employ of the government. 


The second general duty of a director or officer is the duty of care. The 
CBCA enjoins directors to use the care, skill and diligence of a reasonably 
prudent person in comparable circumstances and to obey the law and the 
corporate constitution. The Government proposes that that standard of care 
be reflected in the forthcoming Crown Corporations Bill. 


The Government proposes further that the Bill reaffirm the role of the board 
of directors of each Crown corporation as responsible for the management of 
the corporation. This power, of course, would be subject to the Governor in 
Council’s ability to remove a director and issue a directive. 


The system of duties and liabilities adopted from the CBCA and set out in 
Appendix A as draft legislative proposals is largely self-explanatory and it is 
the Government’s hope that it would give to directors and officers of Crown 
corporations clear standards of conduct. 


The Government has been concerned that the lack of consistent and effective 
control over the salaries paid to the chief executive officers and chairmen of 
Crown corporations has resulted in a situation where salary levels paid to 
chairmen and chief executive officers do not reflect standards that are from 
time to time set by the government. This lack of effective, comprehensive 
control has proven to be especially worrisome in a time of economic restraint 
and of wage controls for the Public Service and general public. The problem 
results in large part from an almost complete lack of control in the area of 
remuneration with respect to those corporations established by letters patent. 


The Government, therefore, recommends that in future, legislation would 
require that salaries paid to chief executive officers of Crown corporations 
may be fixed by the Governor in Council. Salaries paid to a chairman of a 
Crown corporation who is required to devote the whole of his or her time to 
the performance of the duties as chairman, or who is declared to be a full- 
time chairman by the appropriate minister, would also be subject to identical 
control. 


The Creation of Crown Corporations 
and other Corporate Entities 


The Auditor General has stated in his Report that “no central agency 
recognizes the need to identify all corporations owned or controlled by the 
Government of Canada”. In fact the Government began to make a 
comprehensive list of all such corporate entities some time ago.'!2 The 
problem, quite simply, is that government-owned corporations and 
departments need not seek government approval prior to the creation of 
corporate entities, when incorporation has been under the authority of the 
Canada Business Corporations Act, its predecessors or equivalent provincial 
legislation, rather than an Act of Parliament. Consequently, there has been a 
lack of effective control over the proliferation of corporate entities, their 
structure and relationship to the government and Parliament. This situation is 
not arecent phenomenon and has occurred over many years and under many 
governments. The Government fully recognizes that this situation is 
unacceptable. 


The Government proposes that the FAA be amended to provide that 

the creation of a Crown corporation or corporate entity to be controlled 
by the government, must receive prior Governor in Council approval. 

The order in council approving the creation of the corporation would be 
public. Similar approval would be required when the government, through 
any means, purchased equity in a corporation when the amount of equity 
purchased would lead to control by the Government of Canada. 


12The list was prepared by the Financial Administration Branch in the Treasury Board Secretariat and was 
tabled in the Public Accounts Committee, May 17, 1977. 
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Through Governor in Council approval the government would be able to 
ensure that appropriate structures of financial management, control and 
accountability and policy direction, control and accountability were in place. 
The requirement for approval would also serve to halt any unnecessary 
proliferation of corporate entities. 


Further amendments to the FAA are proposed to stipulate that the audited 
financial statements of all corporations controlled by the Government of 
Canada shall be recorded annually in the Public Accounts. The form of such 
statements would be subject to the approval of the Treasury Board. The 
Government also proposes that auditors of those corporations be subject to 
the same requirements as the auditors of Crown corporations as established 
by section 77(1) and section 78 of the FAA. 


The Financial Management, Control and Accountability 
of Crown Corporations 
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The Auditor General of Canada, in his 1976 Report, states that in the majority 
of cases the financial management of Crown corporations is weak and 
ineffective. When speaking of the financial management, control and 
accountability of Crown corporations, the Auditor General seems to be 
speaking not only of systems of control, accountability and management 
within the corporations, but also control by Parliament and the government 
over corporations.13 


The Government welcomes the observations and recommendations of the 
Auditor General. The Government, for some time, has been concerned with 
the existing methods of financial management, control and accountability as 
they apply to Crown corporations. Certain reforms to improve the 
effectiveness of such systems have already been put in train by the 
government. The implementation of other reforms that are seen to be 
required by the Government, some of which are supported by the Auditor 
General in his Report, require legislative authority. 
It is a fundamental principle of our constitution that Parliament authorizes all 
public expenditure and requires the ministry to account for its expenditure of 
funds from the Consolidated Revenue Fund in order to ensure that the affairs 
of government are being administered in the best interests of the public. The 
Crown corporation form of administration adds a new dimension to this 
principle in that many Crown corporations have been established free from 
many of the administrative controls normally required to allow the ministry to 
give a full accounting to Parliament. The systems of financial management, 
control and accountability proposed by the Government in this Paper 
endeavour to increase Parliament’s ability to scrutinize the performance of 


13]t should be noted that in making these observations the Auditor General excludes those Crown corporations 
of which he is neither the auditor nor the joint auditor. This latter group of corporations falls largely into the 
category of corporations operating in a commercial or quasi-commercial manner (Air Canada, Canadian 
National Railways, Cape Breton Development Corporation, Petro-Canada, Federal Business Development 
Bank, Central Mortgage and Housing Corporation). 


Crown corporations while maintaining the present arm’s-length relationship 
between Parliament and Crown corporations. In essence the systems retain 
for the government the majority of the mechanisms of direction and control 
over Crown corporations, and upgrade and expand the mechanisms by which 
Parliament is kept informed of the performance of Crown corporations so 
that it may exercise better its supervisory responsibilities for them through 
the ministry. 


1. Corporate Budgets "4 


As noted previously in this Paper each agency corporation (Schedule C) 

must now submit an annual operating budget for the approval of the 
appropriate minister and the President of the Treasury Board. Each 
proprietary corporation, as well as each agency corporation, must submit for 
the approval of the Governor in Council capital budgets. After approval by the 
Governor in Council capital budgets are tabled in Parliament. 


Annual budgets are the single most important mechanism whereby Crown 
corporations inform government of corporate policies and objectives and 
seek government approval for them. Annual budgets also provide the best 
available opportunity for the government to indicate formally public policy 
objectives and priorities to Crown corporations and provide a basis for the 
post facto assessment of performance of Crown corporations. Yet, budgets of 
Crown corporations have too often failed to fulfil their potential and have, 
accordingly, failed as effective instruments of direction, control and 
accountability. The problem, quite simply, is that budgets do not always 
provide the kind or detail of information to inform adequately the government 
and Parliament of corporate intentions. 


Some Crown corporations have maintained that the type and amount of 
information provided through annual budgets is adequate given the arm’s- 
length relationship which is supposed to exist between Crown corporations 
and the government and Parliament. Some of the corporations operating ina 
competitive or quasi-competitive marketplace have resisted providing more 
information on the basis of commercial secrecy. Others have claimed that the 
government’s demands for information through annual budgets is excessive 
and would put the corporations to an undue expenditure of resources to 
meet. On the other hand, the Government feels that to fulfil individual and 
collective ministerial responsibilities, and to allow Parliament to be better 
informed of corporate activities, the quality and integrity of information 
provided through budgets must be greatly improved. 


é In the past years a few attempts to improve upon the situation have been 
made in individual cases by demanding additional information from Crown 
corporations during the process of budgetary consideration. In such cases, 
14The following discussion of corporate budgets, corporate plans etc. relates only to Schedule C and D 

corporations. The Government proposes that the status quo under Part VIII of the FAA be maintained, 


whereby Schedule B corporations are treated as departments of government for purposes of financial 
management, control and accountability. 
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the only effective sanction given to the government by Parliament to add 
weight to such requests is the refusal to approve a given budget until 
additional information is provided. This attempt at a solution has produced 
severe frustrations for both the corporations and the government and has not 
resolved issues satisfactorily. Further, in these circumstances the approval 
process bogs down and budgetary approval has been delayed to the point 
where the significance of the budgets themselves is diminished and the 
corporations are left with insufficient lead time within which to structure their 
operations or arrange financing to meet the terms of the budget when 
approved. 


Under the present FAA the Treasury Board may prescribe the form of annual 
budgets, though not the type of information and the degree of detail 

provided. The Government proposes a further amendment to the FAA to 
authorize the Treasury Board to prescribe the information to be contained in 
budgets and supporting documentation and the time by which they must be 
submitted to the appropriate minister or the Governor in Council. The latter 
amendment is required to ensure that budgets are submitted in sufficient time 
to give the government the best opportunity to study them and assess their 
implications prior to giving approval. The Government, in fact, anticipates 
that under this authority those Crown corporations whose financial year ends 
December 31 will be directed to submit proposed budgets to the government 
during the program forecast exercise, in the spring of each year. During the 
spring and summer, officials of each Crown corporation would consult with 
officials of the department of the appropriate minister and the central 
agencies in anticipation of having the officers of the corporation put a final 
budget before the board of directors for approval in late summer or during the 
fall. Once approved by the board of directors, the budget would be submitted 
to the Governor in Council through the appropriate minister. 


An analysis of the financial operations of Crown corporations over a period of 
years indicates that in a few cases there has been little relationship between 
expenditures and commitments forecasted in budgets and actual 
expenditures and commitments. Yet attempts by the Government to correct 
the situation and upgrade the integrity of annual budgets have foundered as 
have attempts to receive additional information. In such cases the formal 
process of approving budgets has too often been a waste of ministerial and 
officials’ time, leading to approved budgets which do little to inform 
Parliament or ministers and provide little in the way of control. 


Although the FAA provides that Schedule C corporations must submit both 
operating and capital budgets for government approval, and Schedule D 
corporations submit capital budgets, the FAA gives no clear indication of the 
meaning or effect of that approval. The Government, therefore, proposes that 
the FAA be amended to define clearly the effect of Governor in Council 
approval of the budgets of Crown corporations. In doing so, the Government 

is fully cognizant of the fact that those Crown corporations operating ina 
commercial environment must have the requisite degree of flexibility to 

adjust to changing economic or business circumstances and respond to 
unforeseen business opportunities. 


The Government proposes, therefore, that Schedule C and D corporations 
should submit a capital budget for the approval of the Governor in Council, 
prior to its tabling in Parliament.'5 Once the budget is approved by the 
Governor in Council the corporation would have the authority to enter into 
those capital expenditures and commitments that have been provided for in 
the budget. Any contract entailing an expenditure or commitment not provided 
for in an approved budget would be null and void. For the security of third 
parties dealing with a Schedule C corporation, each corporation would be 
authorized to issue a certificate indicating that a particular expenditure or 
commitment had been provided for in an approved budget. 


To allow corporations as much flexibility as possible within such a system, 
the Government suggests that a number of “safety valves” be built into the 
process of budgetary approval. At the time of approval of a capital budget, the 
Governor in Council might authorize a corporation to make minor variations 
within the budget up to a specified limit. Secondly, the Treasury Board 
should have the power to authorize a corporation to enter into expenditures 


and commitments not provided for in an approved budget and too significant — 


to be within the Governor in Council’s authorized minor variations. Finally, 
for significant capital expenditures and commitments, the corporation should 
submit a supplementary capital budget for the approval of the Governor in 
Council and tabling in Parliament. 


It is impossible, however, to apply the same rule to the operating budgets of 
Crown corporations. Given the heavy workload of ministers, it is quite 
conceivable that an operating budget could not be given proper attention and 
still be approved prior to the beginning of the financial year to which it 
applies. In such cases, if the budget were not to have effect until approved by 
the government, the corporation could be placed in a situation where it could 
not cover operating expenditures such as wages. The FAA would still require 
the approval of operating budgets by the appropriate minister and President 
of the Treasury Board. The FAA would also require the submission of the 
budgets to the government. at least one month prior to the beginning of the 
financial year to which they apply. However, the management of the 
corporation may act on an operating budget once it has been approved and 
submitted to the government by the board of directors. 


The purpose of the proposed amendments to the FAA is not to bring Crown 
corporations under bureaucratic budgetary controls such as apply to 
departments. Rather, the purpose is to define better the process of budgetary 
approval and the effect of the government’s approval of budgets and to 
upgrade the quality and integrity of budgets to enhance them as mechanisms 
of accountability, direction and control. 


Under the present FAA no Crown corporation tables its approved operating 
budget before Parliament. The reasoning has been that the operating plans of 
Crown corporations should not become subject to Parliamentary scrutiny 
and debate. Yet a number of Crown corporations require substantial 


185The Governor in Council will approve capital budgets for both Schedule C and D corporations on the 
recommendation of the appropriate minister, Minister of Finance and President of the Treasury Board. 
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A\ 
(3) 


appropriations from Parliament to cover operating expenditures. In such 
cases the Government feels that Parliament should be fully aware of the use 
to which such appropriations are put. The Government proposes, therefore, 
that when an operating budget is approved by the government, that budget 
will be tabled in Parliament by the appropriate minister if it entails substantial 
appropriations from Parliament. 


Finally, the Government intends to put into place a system whereby operating 
and capital budgets tabled in Parliament will be tabled at the same time as the 


petals es whenever possible. The full implementation of this system 


may take some time since a number of corporations have a financial year 
which does not coincide with that of the government.'6 


Through the tabling of operating budgets of Crown corporations that rely 
substantially on Parliamentary appropriations and the upgrading in the 
quality and integrity of annual budgets, there will be a significant increase in 
the information provided to Members of Parliament on the affairs of Crown 
corporations. Further, the tabling of annual budgets at the same time as the 
submission of Main Estimates will allow Members of Parliament to assess 
better the overall expenditure and commitment plans of the Government of 
Canada and its Crown corporations. 


2. Corporate Plans 
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Annual and supplementary corporate budgets cannot in themselves be 
expected to be completely effective in ensuring adequate government policy 
control and direction of Crown corporations. The Government has, therefore, 
devised a further instrument called a corporate plan. 


The Government proposes that each Schedule C and D corporation be given 
the responsibility to prepare a three to five year “rolling” corporate plan. It is 
expected that the plan would set out projected corporate objectives and 
strategies for the coming three to five years and an explanation of the manner 
in which they were intended to achieve broader policy objectives and the 
long-term policies of the corporation. The plan would also show expected 
costs, the phasing of commitments and the financing required to achieve 
objectives. An annual update would be another feature of the plan, with an 
indication of previous years’ performance noting successes and failures and, 
in the case of the latter, explanations and the proposed steps to rectify the 
situation. 


Once approved by the board of directors, the corporate plan would be 
submitted through the appropriate minister to the Treasury Board Secretariat 
during the Program Forecast exercise. Once approved by the government, 
the plan could act as the basis for the preparation of the annual capital and 


16T he financial year of most Crown corporations is January 1 to December 31. The fiscal year of the 
Government of Canada is April 1 to March 31. 


operating budgets by the managements ofthe corporations. Approval of 
budgets by ministers or the Governor in Council should then proceed 
expeditiously if no major variances are evident. The Government proposes 
certain amendments to the FAA in order to provide for the preparation, 
submission and approval of corporate plans. 17 


The improvements to the process of annual budgetary approval previously 
described will not only have the result of better informing ministers and 
Parliament, thus allowing each to better fulfill their respective responsibilities, 
but also will improve the communication between the government and Crown 
corporations. This should enable the government to become more fully 
informed of corporate problems, and objectives and, more importantly, 
provide the government with a greater opportunity to elucidate public policy 
objectives of application to each corporation and to ensure that they are 
reflected in corporate strategic plans. Any progress made in upgrading the 
quality and integrity of budgetary documents will also assist in assessing 
management performance of Crown corporations. In most cases, the 
monitoring of general managerial performance will be undertaken primarily 
by the department of the appropriate minister. 


3. Annual Reports 


Annual reports of Crown corporations have frequently shown the same 
deficiencies as annual budgets. Annual reports have seldom clearly shown 
corporate plans and policies or the way in which the corporation has 
furthered or intends to further broad policy objectives. The financial 
statements in many annual reports have also suffered from deficiencies that 
make it difficult to assess financial results. Consequently, annual reports, by 
and large, have not been effective instruments of accountability. 


It is anticipated that improvements in budgetary documents will be reflected 
in annual reports. Although it would probably not be possible in most cases to 
reproduce approved corporate plans in annual reports lest such disclosure 
detract from the commercial performance of Crown corporations, they 

should be directed to produce a more thorough explanation of corporate 
objectives and an explanation as to how these objectives further broad policy 
Objectives. The Government also proposes amendments that would allow the 
appropriate minister to receive additional information from a Crown 
corporation. 


4. Corporate Financial Statements 
The Auditor General has found many of the corporate financial statements 


that he audits and which are found in annual reports to be unacceptable. As a 
consequence, the Auditor General has found it necessary to qualify 10 of his 


17|n practice the system could well be that a multi-year corporate plan is submitted of which the first year 
represents the proposed annual budget. 
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27 audit opinions in 1976. It is his opinion that Crown corporations have little 
incentive to adhere to generally accepted accounting principles or to improve 
financial reporting practices. He finds it deplorable that there has been no 
direction from the Treasury Board or other central agency in this respect. He 
consequently recommends that the Treasury Board issue and enforce 
directives requiring Crown corporations to follow generally accepted 
accounting principles as laid down by the Canadian Institute of Chartered 
Accountants. 


In actual fact there is no authority in existence that would allow the Treasury 
Board or other central agency of government to issue and enforce such 
directives with respect to the Schedule C and D corporations. It will be 
recalled that one of the reasons behind the creation of anumber of Crown 
corporations was that the degree of independence thus afforded would allow 
them to follow the budgetary procedures best suited to their individual 
operations. 


It is the Government’s opinion that Crown corporations should continue to be 
allowed to adopt the accounting practices best suited to their particular type 
of operation. The Government agrees, however, that in some cases this 
discretion has not been used in a manner that permits the government and 
Parliament to assess corporate managerial performance adequately. The 
Government, therefore, proposes that the FAA be amended to provide for 
Treasury Board approval of the accounting principles used by Crown 
corporations. The onus would be left with each corporation to establish the 
accounting principles best suited to the operations of the corporation, and to 
have those principles approved by the Treasury Board. Although not 
conforming precisely to the recommendation of the Auditor General, the 
Government feels that this legislative requirement would have the desired 
result, while leaving Crown corporations with some leeway to adopt their 
accounting practices to the requirements of their particular operations. In 
only exceptional circumstances would the Treasury Board approve standards 
less stringent than those established by the CICA. 


5. Interim Statements of Account 
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In order to allow the Government to monitor better the performance of Crown 
corporations, especially with respect to variances between approved budgets 
and actual expenditures and commitments, each corporation should prepare 
and submit quarterly financial statements to the government. The Govern- 
ment proposes amendments be made to the FAA providing for the prepara- 
tion and submission of such reports. The statements would be in a form 
specified by the Treasury Board and, although submitted to the appropriate 
minister, would be made available to the Treasury Board Secretariat and the 
Department of Finance for analysis. 


The Financial Administration Act: Other Amendments 


The FAA was approved by Parliament in 1951 as the legislative foundation for 
the financial administration of the Government of Canada. Part VIII of that Act 
was intended to lay a foundation for a more uniform relationship of financial 
management, control and accountability between the government and Crown 
corporations on one hand and the government and Parliament on the other. 
As noted in Part | of this Paper, experience indicates that Part VIII of the 

FAA is in need of some revision to bring it up to date with the exigencies of 
financial administration in the Government of Canada. Many of those 
amendments have already been referred to. 


1. The Definition of “Crown Corporation” 


For some time much confusion has surrounded the term “Crown 
Corporation’, owing to the definition established by subsection 66(1) of the 
FAA. That definition reads: 


“Crown corporation” means a corporation that is ultimately accountable 
through a minister to Parliament for the conduct of its affairs and 
includes the corporations named in Schedule B, Schedule C and 
Schedule D; 


Confusion stems from the fact that this definition is not exhaustive, since 
one must always look beyond the FAA to determine what are Crown 
corporations. The fact that the present definition only “includes” the 
corporations listed in Schedules B, C and D indicates that the Schedules 
themselves may not be comprehensive. One is always left with the question 
as to whether a corporation not included in the Schedules is or is not a Crown 
corporation. 


The Government proposes that any ambiguity associated with the term 
Crown corporation be removed. It is proposed, therefore, that the term 
“Crown corporation” be applied correctly only to those corporations listed in 
the Schedules of the FAA. Further, a corporation could be added to the 
Schedules and thereby become a Crown corporation only if it were wholly- 
owned by the Government of Canada, either directly or indirectly. Such a 
criterion would potentially cover all corporations now listed in the Schedules 
of the FAA, plus subsidiaries of Crown corporations and their subsidiaries 
and all situations where a minister holds the shares of a corporation in trust 
for Her Majesty. 


2. The Schedules of the Financial Administration Act 
A large number of corporations and corporate entities that are wholly or 


partially owned by the Government of Canada are not listed in the Schedules 
of the FAA as Crown corporations and do not necessarily come under the 
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system of financial management and control specified by that Act for Crown 
corporations. The Auditor General sees this as a grave limitation on the FAA’s 
applicability as the basis for Parliamentary and government financial control 
over Crown corporations. He, therefore, proposes that all “government- 
owned and controlled corporations be scheduled in the FAA and made 
subject to its provisions”. 


A number of the corporations which the Auditor General lists as 
“government-owned and controlled” are, in fact, mixed enterprises. In 
other words, in certain of the corporations there exists substantial private 
sector ownership. For example, one-third of the voting shares of the 
Canada Development Corporation (CDC) are held by private investors and 
the Canada Development Corporation Act provides for up to 90% of the 
shares to be held by other than the federal government. The statute which 
incorporates Telesat Canada provides for shares to be issued not only to 
Her Majesty in right of Canada, but also to approved telecommunications 
carriers and others who fulfil certain statutory conditions. At present 50.1% 
of the shares of Telesat are held by private telecommunications carriers. 
The rest are held by the Minister of Communications in trust for Her Majesty. 
In cases such as these the Government feels that it would be inappropriate 
to apply the financial management and control regime of the FAA lest the 
private participants fear that such close government scrutiny and control 
would adversely affect their investment and withdraw from the enterprise. The 
Government feels the same policy should be applied to mixed enterprises 
where a provincial government is a partial owner. 


The appropriate degree of government control and direction and 
Parliamentary scrutiny over mixed enterprises is an issue entailing a 
number of difficult and complex issues. The Government is now examining 
this issue and may soon be proposing legislation to Parliament in this 
regard. 


Through the passage of time the criteria for inclusion of corporations in the 
three Schedules have proven to have less and less relation to the operations 
of the corporations listed in each Schedule. The Auditor General feels that 
the present classification of Schedule D and C corporations should be 
abandoned in favour of a two-fold classification of Crown corporations: 
one for financially dependent corporations or “those carrying on activities 
of a government nature”; the other for all corporations meeting the test of 
financial viability and carrying on commercial activities. Unfortunately, it is 
not possible in many cases to state definitely whether or not a corporation 
is financially dependent on Parliament. Within any one corporation there 
are often activities which are not commercially viable and that are 
completely reliant on the government for financial support, while at the 
same time other activities of the corporation are commercially viable. For 
such corporations, the Government feels that there should be a 
classification (quasi-commercial) corresponding to the present Schedule C. 


As for those corporations carrying on activities of a government nature and 
totally reliant on Parliamentary appropriations, the Government feels that 
the present Schedule B would apply the appropriate degree of financial 
management and control and satisfy the Auditor General’s criteria. 
Schedule D on the other hand corresponds to the Auditor General’s 
proposed group of corporations meeting the test of financial viability and 
carrying on commercial activities. The Government does recognize that 
there are a number of corporations now listed in one of the Schedules 
which should properly be located in another. The Government is now 
examining all corporations listed in the Schedules with a view to ensuring 
that all corporations are properly classified. The Government is also 
examining all corporations not now listed in the Schedules that are wholly- 
owned by the government to ensure that as many such corporations as 
possible are listed in the Schedules to the FAA. 


It is the Government’s view that those parts of the present criteria for 
Schedules B, C and D relating to the type of operation conducted by the 
corporations listed therein are unnecessary and make accurate 
Classification more difficult. It is proposed, therefore, that those parts 

be removed. That which would remain would relate only to the degree and 
type of financial management and control desired. Crown corporations would 
then be listed in a particular Schedule, not by what they do but by the 

degree of financial management and control over them required by the 
government. 


As previously noted, the Schedules of the FAA have been allowed to 

become more and more out of date due in large part to the fact that the 
Governor in Council has not used its power to switch corporations from 

one Schedule to another as much as it might have. Further, Parliamentary 
approval is required to remove a Crown corporation from the Schedules. 
The process is often time-consuming and places additional demands on 
valuable Parliamentary time. The Government proposes, therefore, that the FAA 
be amended to authorize the Governor in Council to remove any corporation 
from the Schedules should that corporation become administratively inactive, 
and to remove a corporation from the Schedules if the Governor in Council 
originally added it to the Schedules. Corporations added by Parliament could 
be removed only by Parliament. The Government also proposes that the 
Governor in Council have the authority to delete a corporation from the 
Schedules should the corporation cease to be wholly-owned, whether directly 
or indirectly, by the Government of Canada. 


3. Consistency in Financial Administration 


A problem which has caused frustration for those in government interested 
in the financial administration of Crown corporations has been the 
existence of serious gaps in application by those corporations of the FAA. 
A number of Crown corporations, through their individual acts of 
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incorporation, have a system of financial administration inconsistent with 
that provided for in the FAA. Consequently, there have always been gaps 
in the government's ability to monitor and control financial administration 
in Crown corporations. The Government proposes that this inconsistency in 
coverage be removed by making the FAA override all constituent acts of 
Crown corporations to the extent of any inconsistency. 


A comprehensive Position Paper on the Government's policy and plans 
with respect to the financial management and control of Crown 
corporations, and the accountability of the managements of Crown 
corporations to the government and Parliament will be presented to the 
Royal Commission on Financial Management and Accountability in the 
Government of Canada. This paper will also outline the administrative 
systems and procedures that the Government suggests should be put in 
place to fulfil the intent of the Government’s proposals. 


4. Appointment of Auditors of Crown Corporations 
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There are at present four methods by which auditors are appointed to 

audit the accounts and financial transactions of Crown corporations. In the 
majority of cases Parliament has expressly named the auditor in the 
corporation’s constituent act, or in general legislation applying to the 
corporation. In the majority of such situations it is the Auditor General who is 
named as the auditor. With respect to several Crown corporations, 
Parliament, through the constituent act, has been silent on the appointment 
of auditors. In such instances, pursuant to section 67(1)(a) of the FAA, the 
Governor in Council must designate the auditor. In the majority of cases the 
Governor in Council has chosen to appoint the Auditor General. With respect 
to those Crown corporations that have been incorporated by letters patent or 
articles of incorporation and for whom no individual constituent act exists, 
the auditor is appointed pursuant to the Canada Corporations Act or Canada 
Business Corporations Act. |n such instances, section 67(1)(b) of the FAA 
applies and, consequently, the Governor in Council appoints the auditor'8. 


Under the constituent acts of the remaining corporations, although not 
naming the auditor, Parliament has provided for his appointment. In most 
cases Parliament has simply authorized the Governor in Council to appoint 
the auditor. However, there remain four Crown corporations where 
Parliament has given the appointing authority to other than the Governor in 
Council. Section 38 of the Canadian National Railways Act provides for 
independent auditors “appointed annually by Parliament’.19 Pursuant to the 
Air Canada Act, the accounts and financial transactions of the Corporation 
are audited by the auditor appointed by Parliament to audit the accounts of 
CNR. However, under Bill C-1720 the Government has proposed that the 


18As a general rule, the Auditor General is the auditor for all Schedule B and C corporations. Private auditors 
are appointed for a number of Schedule D corporations. 


19Under the Canadian National Railways Financing and Guarantee Act (1973), specifically section 14, the 
auditors of the National Railways have been named for the years 1972 through 1978. In the normal course of 
events the Act would have to be revised prior to the end of 1978 to appoint auditors for 1979 and for a period 
thereafter. 


20An Act respecting the reorganization of Air Canada, introduced for first reading in the House of Commons 
by the Minister of Transport, October 28, 1976. 


auditor of Air Canada be appointed by the Governor in Council. Under 
section 31 of the Central Mortgage and Housing Corporation Act the auditors 
are appointed by the appropriate minister, with the approval of the Governor 
in Council. In the case of the Federal Mortgage Exchange Corporation 
(FMEC) the auditor is appointed by the shareholders. As long as the FMEC is 
wholly-owned by the Government of Canada, the shareholders’ prerogatives 
in this respect will be exercised by the Governor in Council. With respect to 
the remaining corporations whose constituent act provides for the 
appointment of the auditors, the Governor in Council has been given 
responsibility for appointment. 


The Government proposes that there should be consistency in the 
appointment of the auditors of all Crown corporations scheduled in the FAA 
and, therefore, suggests that wherever an act of Parliament does not 
specifically name the auditor for a Crown corporation, the auditor would be 
appointed by the Governor in Council. The Auditor General would continue 
to be eligible in all such cases. In actual fact such a proposal simply 
formalizes the status quo with respect to all Crown corporations, with the 
exception of CNR and Air Canada under its existing constituent act. 


Borrowing Powers of Crown Corporations 


The majority of Crown corporations rely on the Government of Canada 

for appropriations or loans to finance capital projects and in some cases, 
operations. However, several Crown corporations do have the authority to 
obtain long-term financing from the capital markets, although only a few have 
actually done so. In a few cases Parliament has given to a Crown corporation 
the authority to borrow in the capital markets through the corporation’s 
constituent act. In several cases a Crown corporation has been incorporated 
under the Canada Business Corporations Act or its predecessors and, 
therefore, has authority to borrow from private sources. If a Crown 
corporation borrows as an agent of Her Majesty or with a government 
guarantee, unless the constituent act provides otherwise, the corporation 
requires the approval of Parliament and the borrowings are a contingent 
liability against the Consolidated Revenue Fund. 


The Government proposes that the borrowing authorities of Crown 
corporations be expanded by allowing all Schedule C and D corporations 
access to the capital markets. In the case of Schedule D corporations, the 
Government proposes that only the Minister of Finance’s prior authorization 
be required; in the case of Schedule C corporations the prior approval of the 
Governor in Council on the recommendation of the Minister of Finance would 
be required. The Governor in Council’s approval would be in the form of a 
public order in council. To provide for effective Parliamentary scrutiny of 
Crown corporations’ external financing, all borrowings by Crown 
corporations as agents of Her Majesty would be recorded in a separate 
schedule of Public Accounts. At present, the private borrowings of Crown 
corporations are not recorded in the Public Accounts because Schedule C 
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and D corporations are not considered to be part of the Government of 
Canada accounting entity. Further, the forecasted sources of long-term 
borrowings (government or private) by Crown corporations would be set out 
in a capital budget submitted to the Governor in Council and tabled in 
Parliament. 


The Government believes that the expanded borrowing powers are necessary 
to provide increased flexibility to Crown corporations in their financing, 
expose the commercial activities of Crown corporations more to market 
disciplines and curtail the cash drain on the Consolidated Revenue Fund that 
results from Crown corporations borrowing from the government. Further, an 
increased reliance by Crown corporations on private financing would 
facilitate the separation of the activities of Crown corporations into two 
categories: One category would be the corporations’ pursuit of strictly 
commercial objectives, not directly related to the achievement of government 
objectives. The second category would include all those activities related to 
the achievement of government objectives and not viable in a commercial 
sense. The Government would encourage Crown corporations to raise 
private financing for activities in the first category; activities in the second 
would be financed through government loans or appropriations. The 
segregation of activities into the two categories could even be pursued to the 
extent that corporations would keep two books of account. 


Conclusion 
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Conclusion 


The Government's proposals, as illustrated in the foregoing Paper, essentially 
seek to clarify and develop the relationships between Crown corporations, 
the government and Parliament in the areas of policy and financial control, 
direction and accountability. The proposals also seek to clarify the roles of 
the Governor in Council, the appropriate minister, the President of the 
Treasury Board and Minister of Finance as well as the managers of Crown 
corporations. These proposals are far from revolutionary. They maintain 
intact the links of accountability, control and direction to the government and 
Parliament and leave untouched the present situation whereby Crown 
corporations are ultimately accountable to Parliament through a minister of 
the Crown representing the ministry as a whole. The proposals, in clarifying 
and making more effective these relationships, are more of an evolutionary 
than revolutionary step. 


At first glance the proposals may appear to aim at a reduction in the 
autonomy of Crown corporations. On closer examination and reflection this 
will be found not to be so. The proposals essentially clarify roles and in so 
doing make effective systems of accountability and performance 
measurement easier to devise and administer. There are some who will claim 
that the degree of autonomy given to Crown corporations is excessive and 
should be curtailed in the interest of control and accountability for detailed 
action. The Government rejects this view, preferring to leave the managers 
free to pursue effectively their mandates as defined by the government and 
Parliament. 


Although the Government intends to have as many wholly-owned 
corporations as possible listed in the Schedules of the FAA, several will 
undoubtedly remain unscheduled. For those corporations that are not listed 
as Crown corporations in the FAA, including all mixed enterprises, the 
Government has begun a study and will make proposals as 

soon as possible respecting the appropriate schemes of Parliamentary and 
government control, direction and accountability that might be applied. 
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Appendix A 


Draft Legislative Proposals on the Control, Direction and Accountability of 
Crown Corporations Including Amendments to the Financial Administration 
Act 


Short Title 
1. This Act may be cited as the Crown Corporations Act. 


Interpretation 


2. (1) In this Act, 

“appropriate Minister’ means, in relation to a Crown corporation or a 
subsidiary of a Crown corporation, the Minister who, under the Financial 
Administration Act, is the appropriate Minister with respect to the Crown 
corporation; 

“‘py-law”’ includes rule; 

“corporation” includes a company or other body corporate wherever or 
however incorporated; 

“Crown corporation”’ means a corporation that is named in Schedule B, 
Schedule C or Schedule D to the Financial Administration Act; 

“letters patent” includes supplementary letters patent; 

‘private sector corporation’’ means any corporation, wherever or however 
incorporated, other than 

(a) a Crown corporation, 
(b) a subsidiary of a Crown corporation, or 


(c) a corporation in which Her Majesty in right of Canada, a Crown 
corporation or a subsidiary of a Crown corporation has a proprietary 
interest, other than a security interest, whether directly or indirectly 
through a trustee, legal representative, agent or other such intermediary; 
““Special Act’? means, in relation to a Crown corporation, the Act or Acts of 
Parliament, other than this Act, that establish or otherwise govern the 
organization of the Crown corporation. 
(2) In this Act, ‘‘articles’’, ‘“‘auditor’’, “‘court’’, ‘‘director’’, ‘‘person’’, ‘‘security”’ 
and “‘security interest’ have the same meaning as in the Canada Business 
Corporations Act. 
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(3) For the purposes of this Act, a corporation is a subsidiary of another 
corporation if it is controlled by that other corporation. 


(4) For the purposes of this Act, a corporation is controlled by Her Majesty in 
right of Canada or any other person if 


(a) shares, membership interests or other evidences of interest in the 
corporation to which are attached more than fifty per cent of the votes that 
may be cast to elect directors of the corporation are held, directly or 
indirectly, other than by way of security only, by, on behalf of or for the 
benefit of Her Majesty in right of Canada or that other person, as the case 
may be; and 


(b) the votes attached to those shares, membership interests or other 
evidences of interest are sufficient, if exercised, to elect a majority of the 
directors of the corporation. 


Application 
3. Except as otherwise expressly provided, 
(a) this Act applies to or in respect of every Crown corporation; and 


(b) in the event of any inconsistency between the provisions of this Act and 
the provisions of any other Act or any letters patent, articles or by-laws of a 
Crown corporation, the provisions of this Act prevail to the extent of the 
inconsistency. 


Role of Crown Corporations 


4. It is hereby declared that every Crown corporation is constituted an 
instrument for advancing the national interests of Canada and that in order to 
best advance those national interests it is the duty of the directors of every 
Crown corporation when managing the Crown corporation to take into 
consideration the national interests of Canada as well as the interests of the 
Crown corporation and, within the scope of their powers and the powers of the 
Crown corporation, to pursue those corporate policies that best advance such 
national interests. 


Establishment 


5. (1) Except as otherwise expressly provided in any other Act of Parliament, 
no person, other than a Crown corporation or a subsidiary of a Crown 
corporation, may, without the authorization, by order, of the Governor in 
Council 


(a) procure, alone or in conjunction with others, the establishment of any 
corporation that immediately after establishment is to be controlled by Her 
Majesty in right of Canada; or 


(b) directly or indirectly acquire, other than by way of security only, shares of 
any corporation where the effect of such acquisition would be to make the 
corporation the shares of which are so acquired controlled by Her Majesty in 
right of Canada. 


(2) No Crown corporation or subsidiary of a Crown corporation may, without 
the authorization, by order, of the Governor in Council 


(a) procure, alone or in conjunction with others, the establishment of any 
corporation subsidiary to the Crown corporation or the subsidiary of a 
Crown corporation; or 


(b) directly or indirectly acquire, other than by way of security only, shares of 
any corporation where the effect of such acquisition would be to make the 
corporation the shares of which are so acquired subsidiary to the Crown 
corporation or the subsidiary of a Crown corporation. 


(3) Any establishment of a corporation or acquisition of shares of a corporation 
contrary to this section is of no force and effect. 


Directions 


6. (1) Subject to subsection (2), in the exercise of its powers and the 
performance of its duties, 


(a) every corporation named in Schedule B or Schedule C to the Financial 
Administration Act shall comply with such directions, and 


(b) every corporation named in Schedule D to the Financial Administration 
Act shall comply with such directions of a general nature 


as may from time to time be given to it in writing by the Governor in Council. 


(2) No directions may be given to a Crown corporation by the Governor in 
Council 


(a) relating to the exercise of powers or the performance of duties of an 
advisory nature; or 


(b) requiring the Crown corporation to exercise or refrain from exercising any 
of its powers or to perform or refrain from performing any of its duties 
relating to the provision of financial assistance for the benefit of any specific 
person. 


(3) No directions given pursuant to subsection (1) to a Crown corporation shall 
be construed as relieving the Crown corporation of any duty or obligation 
under any law. 


(4) Every direction given pursuant to subsection (1) to a Crown corporation 
shall be laid before Parliament by the appropriate Minister within fifteen days 
after the direction is given to the Crown corporation or, if Parliament is not 
sitting on any of those fifteen days, within the first fifteen days next thereafter 
that Parliament is sitting. 


(5) Where the Governor in Council is satisfied that a corporation named in 
Schedule D to the Financial Administration Act has sustained or is likely to 
sustain financial loss in complying with any directions given to it pursuant to 
subsection (1), he may compensate that corporation for such loss and for that 
purpose may, 


(a) require an audit of the books and records of the corporation to determine 
the amount of the loss; 
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(b) determine the amount of the compensation that may be paid or the 
manner of calculating such amount, including the setting of a maximum 
amount; and 


(c) determine the manner in which and the time when the compensation may 
be paid. 


(6) Any amounts required for the purpose of paying compensation under 
subsection (5) shall be paid out of moneys appropriated by Parliament for that 
purpose. 


Borrowing Powers 


7. (1) Every corporation named in Schedule C to the Financial Administration 
Act may, with the approval, by order, of the Governor in Council, 


(a) borrow money from Her Majesty in right of Canada or otherwise on the 
credit of the corporation; 


(b) issue, reissue, sell or pledge debt obligations of the corporation; and 


(c) mortgage, hypothecate, pledge or otherwise create a security interest in 
all or any property of the corporation, owned or subsequently acquired, to 
secure any debt obligation of the corporation. 


(2) Every corporation named in Schedule D to the Financial Administration Act 
may, with the approval of the Minister of Finance, exercise the powers referred 
to in subsection (1). 


(3) Notwithstanding subsection (2), a corporation named in Schedule D to the 
Financial Administration Act may, without the approval of the Minister of 
finance, borrow money on the credit of the corporation for any term not 
exceeding eighteen months, or such other term not exceeding two years as the 
Governor in Council may by order fix in respect of the corporation, from the 
date of the borrowing and may, in respect of any such borrowing, exercise the 
powers referred to in paragraphs (1)(b) and (c). 


(4) Debt obligations issued, pledged, hypothecated or deposited by a 
corporation named in Schedule C or D to the Financial Administration Act are 
not redeemed by reason only that the indebtedness evidenced by the debt 
obligations or in respect of which the debt obligations are issued, pledged, 
hypothecated or deposited is repaid. 


(5) Debt obligations issued by a corporation named in Schedule C or D to the 
Financial Administration Act and purchased, redeemed or otherwise acquired 
by it may be cancelled or, subject to any applicable trust indenture or other 
agreement, may be reissued, pledged or hypothecated to secure any obligation 
of the corporation then existing or thereafter incurred, and any such 
acquisition and reissue, pledge or hypothecation is not a cancellation of the 
debt obligations. 


Executive Salaries 


8. (1) The Governor in Council may fix the salary to be paid to the chief 
executive officer and the full-time chairman, if any, of any Crown corporation. 


(2) Nothing in this section limits or restricts the entitlement of any chief 
executive officer or full-time chairman whose salary is fixed pursuant to 
subsection (1) to such travel, living and other expenses as may be provided him 
pursuant to any other Act. 

(3) In this section, 

“‘chief executive officer’? means the officer of a Crown corporation who 


(a) is designated as the chief executive officer of the Crown corporation by 
the Special Act, letters patent, articles or by-laws of the Crown corporation; 
or 


(b) is declared to be the chief executive officer of the Crown corporation for 
the purposes of this section by order of the appropriate Minister; 


‘full-time Chairman”? means the chairman of a Crown corporation who 


(a) is required by the Special Act, letters patent, articles or by-laws of the 
Crown corporation to devote the whole of his time to the performance of his 
duties under the Special Act, letters patent, articles or by-laws; or 


(b) is declared to be the full-time chairman of the Crown corporation for the 
purposes of this section by order of the appropriate Minister. 


Conflicts of Interest 
9. (1) Subject to subsection (2), sections 10, 11 and 12 apply to any person 
(a) who is a director of a Crown corporation; 


(b) who is appointed by the Governor in Council or a Minister of the Crown to 
a position that constitutes a corporation sole that is a Crown corporation; or 


(c) who is appointed by the Governor in Council or a Minister of the Crown, 
or by the board of directors or other body having the control and direction of 
a Crown corporation to a position established by the Special Act. 


(2) In the event of any inconsistency between the provisions of this section or 
section 10, 11 or 12 and the provisions of any Special Act that establish 
eligibility requirements for directors of a Crown corporation with respect to 
directorships in private sector corporations, the provisions of the Special Act 
prevail to the extent of the inconsistency. 


10. (1) No person holding a full-time position in a Crown corporation shall 
accept a directorship in a private sector corporation. 


(2) Where a person holding a full-time position in a Crown corporation holds a 
directorship in a private sector corporation on the day this section comes into 
force, on the day he is appointed to that position or on the day that position is 
declared pursuant to paragraph (4)(b), he shall forthwith disclose the 
directorship to the appropriate Minisier and within three months after that day, 
or such longer period as the Governor in Council may allow, resign the 
directorship if he then continues to hold the full-time position. 


(3) Nothing in this section prevents a person from accepting or holding a 
directorship in a private sector corporation with the consent of the Governor in 
Council. 

(4) In this section and section 11, ‘‘full-time position’’ means a position ina 
Crown corporation 
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(a) the incumbent of which is required by the Special Act, letters patent, 
articles or by-laws of the Crown corporation to devote the whole of his time 
to the performance of his duties under the Special Act, letters patent, 
articles or by-laws; or 


(b) that is declared to be a full-time position for the purposes of this Act by 
resolution or by-law of the Crown corporation or by order of the appropriate 
Minister. 


11. (1) Every person holding a position, other than a full-time position, in a 
Crown corporation who accepts a directorship in a private sector corporation 
shall forthwith disclose the directorship to the appropriate Minister. 


(2) Where a person holding a position, other than a full-time position, ina 
Crown corporation holds a directorship in a private sector corporation on the 
day this section comes into force or on the day he is appointed to that position, 
he shall disclose the directorship to the appropriate Minister within three 
months after that day. 


12. Where a person contravenes section 10 or 11, his appointment in the 
Crown corporation may be terminated on a day fixed by the Governor in 
Council, but no such contravention or termination affects the validity of any act 
performed by that person in the course of his duties in the Crown corporation. 


13. (1) A director or officer of a Crown corporation who 


(a) is a party to a material contract or proposed material contract with the 
Crown corporation, or 


(b) is a director or officer of or has a material interest in any person who is a 
party to a material contract or proposed material contract with the Crown 
corporation, 


shall disclose in writing to the Crown corporation or request to have entered in 
the minutes of meetings of directors thereof the nature and extent of his 
interest. 


(2) The disclosure required by subsection (1) shall be made, in the case of a 
director, 


(a) at the meeting at which the proposed contract is first considered; 


(b) if the director was not then interested in the proposed contract, at the 
first meeting after he becomes so interested; 


(c) if the director becomes interested after the contract is made, at the first 
meeting after he becomes so interested; or 


(d) if a person who is interested in the contract later becomes a director, at 
the first meeting after he becomes a director. 


(3) The disclosure required by subsection (1) shall be made, in the case of an 
officer who is not a director, 


(a) forthwith after he becomes aware that the contract or proposed contract 
is to be considered or has been considered at a meeting of directors; 


(b) if the officer becomes interested after the contract is made, forthwith 
after he becomes so interested; or 


(c) if a person who is interested in the contract later becomes an officer, 
forthwith after he becomes an officer. 


(4) If a material contract or proposed material contract is one that, in the 
ordinary course of business of the Crown corporation, would not require 
approval by the directors, a director or officer shall disclose in writing to the 
Crown corporation or request to have entered in the minutes of meetings of 
directors thereof the nature and extent of his interest forthwith after the 
director or officer becomes aware of the contract or proposed contract. 


(5) A director referred to in subsection (1) shall not vote on any resolution to 
approve the contract unless the contract is 


(a) an arrangement by way of security for money lent to or obligations 
undertaken by him for the benefit of the Crown corporation or a subsidiary of 
the Crown corporation; 


(b) one relating primarily to his remuneration as a director, officer, employee 
or agent of the Crown corporation or a subsidiary of the Crown corporation; 


(c) one for indemnity or insurance under section 22; or 
(d) one with a subsidiary of the Crown corporation. 


(6) For the purposes of this section, a general notice to the directors by a 
director or officer, declaring that he is a director or officer of or has a material 
interest in a person and is to be regarded as interested in any contract made 
with that person, is a sufficient declaration of interest in relation to any 
contract so made. 


(7) A material contract between a Crown corporation and one or more of its 
directors or officers, or between a Crown corporation and another person of 
which a director or officer of the Crown corporation is a director or officer or in 
which he has a material interest, is neither void nor voidable by reason only of 
that relationship or by reason only that a director with an interest in the 
contract is present at or is counted to determine the presence of a quorum at a 
meeting of directors or a committee of directors that authorized the contract, if 
the director or officer disclosed his interest in accordance with subsection (2), 
(3), (4) or (6), as the case may be, and the contract was approved by the 
directors and it was reasonable and fair to the Crown corporation at the time it 
was approved. 


(8) Where a director or officer of a Crown corporation fails to disclose his 
interest in a material contract in accordance with this section, a court may, on 
application on behalf of the Crown corporation or Her Majesty in right of 
Canada, set aside the contract on such terms as it thinks fit. 


Directors and Officers 


14. Subject to any directions given pursuant to section 6, the directors of a 
Crown corporation shall manage the Crown corporation. 


15. (1) Unless the Special Act, letters patent, articles or by-laws of a Crown 
corporation otherwise expressly provide, the directors of the Crown 
corporation may, by resolution, make, amend or repeal any by-laws that 
regulate the business of the Crown corporation. 
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(2) No by-law or amendment or repeal of a by-law made by the directors of a 
Crown corporation has effect until approved by the Governor in Council. 


16. Subject to the by-laws of the Crown corporation, a director of a Crown 
corporation may, if all the directors of the Crown corporation consent, 
participate in a meeting of directors or of a committee of directors by means of 
such telephone or other communications facilities as permit all persons 
participating in the meeting to hear each other, and a director participating in 
such a meeting by such means is deemed for the purposes of this Act to be 
present at that meeting. 


17. (1) Where the by-laws of a Crown corporation so permit, the directors of 
the Crown corporation may appoint from their number a committee of 
directors or, if there is no provision in the Special Act, letters patent, articles or 
by-laws of the Crown corporation for the appointment of a chief executive 
officer, a managing director and delegate to such committee or managing 
director any of the powers of the directors. 


(2) Notwithstanding subsection (1), no committee of directors and no managing 
director has authority to 


(a) submit to the appropriate Minister or the Governor in Council any 
question or matter requiring the approval of the appropriate Minister or the 
Governor in Council; 


(b) fill a vacancy among the directors or in the office of auditor; 


(c) issue securities except in the manner and on the terms authorized by the 
directors; 


(d) declare dividends; 


(e) purchase, redeem or otherwise acquire shares issued by the Crown 
corporation; 


(f) approve any financial statements required by any Act of Parliament to be 
submitted by the Crown corporation to Parliament, the Treasury Board, the 
appropriate Minister or the Minister of Finance; or 


(g) make, amend or repeal by-laws. 


18. An act of a director or officer of a Crown corporation is valid 
notwithstanding an irregularity in his election or appointment or a defect in his 
qualification. 


19. (1) A resolution in writing, signed by all the directors of a Crown 
corporation entitled to vote on that resolution at a meeting of directors or a 
committee of directors, is as valid as if it had been passed at a meeting of 
directors or a committee of directors. 


(2) A copy of every resolution referred to in subsection (1) shall be kept with the 
minutes of the proceedings of the directors or committee of directors. 
20. (1) Every director and officer of a Crown corporation in exercising his 
powers and discharging his duties shall 

(a) act honestly and in good faith with a view to the best interests of Canada 


and, in so far as is not incompatible with the best interests of Canada, the 
best interests of the Crown corporation; and 


(b) exercise the care, diligence and skill that a reasonably prudent person 
exercises in comparable circumstances. 


(2) Every director and officer of a Crown corporation shall comply with this Act, 
with the Special Act and any regulations thereunder and with the letters patent 
or articles and the by-laws of the Crown corporation, except to the extent that 
such Special Act, regulations, letters patent, articles or by-laws are 
inconsistent with this Act. 


(3) No provision in a contract, the letters patent, the articles, the by-laws or a 
resolution relieves a director or officer of a Crown corporation from the duty to 
act in accordance with this Act or with the Special Act or any regulations 
thereunder, except to the extent that such Special Act or regulations are 
inconsistent with this Act, or relieves him from liability for a breach thereof. 


21. (1) A director of a Crown corporation who is present at a meeting of 
directors or a committee of directors is deemed to have consented to any 
resolution passed or action taken thereat unless 


(a) he requests that written notice of his dissent be or written notice of his 
dissent is entered in the minutes of the meeting; 


(b) he sends written notice of his dissent to the secretary of the meeting 
before the meeting is adjourned; or 


(c) he sends written notice of his dissent by registered mail or delivers it to 
the head office of the Crown corporation immediately after the meeting is 
adjourned. 


(2) A director of a Crown corporation who votes for or consents to a resolution 
is not entitled to dissent in respect of that resolution under subsection (1). 


(3) A director of a Crown corporation who was not present at a meeting of 
directors or a committee of directors at which a resolution was passed or 
action taken is deemed to have consented thereto unless within seven days 
after he becomes aware of the resolution he 


(a) causes written notice of his dissent to be placed with the minutes of the 
meeting; or 


(b) sends written notice of his dissent by registered mail or delivers it to the 
head office of the Crown corporation. 


(4) A director is not in contravention of section 20 if he relies in good faith on 


(a) financial statements of the Crown corporation represented to him by an 
officer of the Crown corporation or in a written report of the auditor of the 
Crown corporation fairly to reflect the financial condition of the Crown 
corporation; or 


(b) a report of a lawyer, accountant, engineer, appraiser or other person 
whose profession lends credibility to a statement made by him. 


22. (1) Except in respect of an action by or on behalf of the Crown corporation 
to procure a judgment in its favour, a Crown corporation may indemnify a 
director or officer of the Crown corporation, a former director or officer of the 
Crown corporation or a person who acts or has acted at the Crown 
corporation’s request as a director or officer of another corporation of which 
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the Crown corporation is or was a shareholder or creditor, and his heirs and 
legal representatives, against all costs, charges and expenses, including an 
amount paid to settle an action or satisfy a judgment, reasonably incurred by 
him in respect of any civil, criminal or administrative action or proceeding to 
which he is a party by reason of being or having been a director or officer of 
such Crown corporation or other corporation, if 


(a) he acted honestly and in good faith with a view to the best interests of 
Canada and, in so far as is not incompatible with the best interests of 
Canada, the best interests of the Crown corporation; and 


(b) in the case of a criminal or administrative action or proceeding that is 
enforced by a monetary penalty, he had reasonable grounds for believing 
that his conduct was lawful. 


(2) Notwithstanding anything in this section, a person referred to in subsection 
(1) is entitled to indemnity from the Crown corporation in respect of all costs, 
charges and expenses reasonably incurred by him in connection with the 
defence of any civil, criminal or administrative action or proceeding to which he 
was made a party by reason of being or having been a director or officer of the 
Crown corporation or other corporation, if the person seeking indemnity 


(a) was substantially successful on the merits in his defence of the action or 
proceeding; and 


(b) fulfils the conditions set out in paragraphs (1)(a) and (b). 


(3) A Crown corporation may purchase and maintain insurance for the benefit 
of any person referred to in this section against any liability incurred by him 


(a) under paragraph 20(1)(b) in his capacity as a director or officer of the 
Crown corporation; or 


(b) under any similar law in his capacity as a director or officer of a 
corporation where he acts or acted in that capacity at the Crown 
corporation’s request. 


(4) A Crown corporation or a person referred to in subsection (1) may apply to 
a court in accordance with the rules of the court for an order approving an 
indemnity under this section and the court may so order and make any further 
order it thinks fit. 


23. If a Crown corporation or any director, officer, employee, agent, auditor or 
trustee of a Crown corporation does not comply with this Act, with the Special 
Act or any regulations thereunder or with the letters patent, articles or by-laws 
of the Crown corporation, except to the extent that such Special Act, 
regulations, letters patent, articles or by-laws are inconsistent with this Act, the 
Attorney General of Canada may, in addition to any other right he has, apply to 
a court for an order directing any such person to comply with, or restraining 
any such person from acting in breach of, any provisions thereof, and on such 
application the court may so order and make any further order it thinks fit. 


Amendments to the Financial Administration Act 


24. Subsection 5(3) of the Financial Administration Act is repealed and the 
following substituted therefor: 


(3) The Governor in Council may, by order, authorize the Treasury Board 
to exercise all or any of the powers of the Governor in Council under sections 
34, 70 and 73.” ‘ 


EXPLANATORY NOTE 


Clause 24: This amendment to the Financial Administration Act is 
consequential on the proposed section 70 contained in subclause 29(1). 
Subsection 5(3) at present reads as follows: 
“(3) The Governor in Council may, by order, authorize the Treasury Board to exercise all or any 
of the powers of the Governor in Council under section 34, subsection 70(2) and section 73.” 

25. Paragraph 6(e) of the said Act is repealed and the following substituted 
therefor: 

‘““(e) for the purposes set forth in subsections 11(3) and (4), section 14, 

subsections 26(2), 29(2) and 31(1), sections 35 and 53 and subsections 

54(1), 70(16) and 98(2); and”’ 


EXPLANATORY NOTE 


Clause 25: This amendment is consequential on the proposed renumbering of 
subsection 70(3) as subsection 70(16) contained in subclause 29(1). 
The relevant portions of section 6 at present read as follows: 

““6. Subject to any other Act, the Treasury Board may make regulations 


(e) for the purposes set forth in subsections 11(3) and (4), section 14, subsections 26(2), 29(2) 
and 31(1), sections 35 and 53, and subsections 54(1), 70(3) and 98(2); and”’ 
26. Section 66 of the said Act is repealed and the following substituted 
therefor: 
“66. (1) Except as otherwise provided, in this Part, 


“auditor’’ means, in relation to a corporation, the person authorized by 
Parliament to audit the accounts and financial transactions of the 
corporation; 


“controlled corporation’’ means a corporation without share capital of which 
all the directors are appointed or elected by or with the approval of the 
Governor in Council, and includes a corporation sole where the incumbent 
of the position that constitutes the corporation sole is appointed by or with 
the approval of the Governor in Council; 


“Crown corporation’’ means a corporation that is named in Schedule B, 
Schedule C or Schedule D; 


“director’’ means a person occupying the position of director by whatever 
name called and ‘“‘board of directors’ includes a person or group of 
persons who constitute a Crown corporation; 


“subsidiary corporation’’ means a corporation of which all the issued and 
outstanding shares, other than shares necessary to qualify persons as 
directors, are held, directly or indirectly, other than by way of security only, 
by, on behalf of or for the benefit of a controlled corporation or a 
wholly-owned corporation; 
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“wholly-owned corporation’ means a corporation of which all the issued and 
outstanding shares, other than shares necessary to qualify persons as 
directors, are held, other than by way of security only, by, on behalf of or 
for the benefit of Her Majesty in right of Canada, but does not include a 
subsidiary corporation. 


(2) For the purposes of this Part, any corporation to which section 67.1 
applies is not by reason of such application alone a corporation that is 
ultimately accountable, through a Minister, to Parliament for the conduct of 
its affairs. 

(3) The Governor in Council may by order delete from Schedule B, 
Schedule C or Schedule D the name of any controlled corporation, 
wholly-owned corporation or subsidiary corporation and shall thereupon add 
the name of that corporation to the appropriate schedule in accordance with 
subsection (5). 


(4) Notwithstanding subsection (3), the Governor in Council may by order 
delete from Schedule B, Schedule C or Schedule D the name of any 
corporation that 


(a) has been added to the schedule by him pursuant to subsection (5); 

(b) has ceased to be a controlled corporation, wholly-owned corporation or 
subsidiary corporation; 

(c) has ceased to carry on any business or other activity; or 

(d) has been dissolved or wound up. 


(5) The Governor in Council may by order add to Schedule B, Schedule C 
or Schedule D the name of any controlled corporation, wholly-owned 
corporation or subsidiary corporation that is not named in a schedule 
according to the degree of control over the financial affairs of the 
corporation that he considers desirable, but no such corporation shall be 
added to Schedule B that is not an agent of Her Majesty in right of Canada.” 


EXPLANATORY NOTE 


Clause 26: The proposed repeal of the definitions ‘‘agency corporation’, 
“departmental corporation” and “‘proprietary corporation’ would remove 
descriptive terms that are no longer suitable. The term ‘“‘Crown corporation”’ 
would be more precisely defined by limiting it to named corporations. The new 
definition ‘‘director’’ would cover situations where directors are known by 
other names (e.g., ‘‘members’’). Three new terms that are used in section 66 to 
describe the types of corporations that could be added to the schedules would 
also be defined. 

Subsection 66(2), which is new, is consequential on the proposed section 67.1 
contained in clause 28. The proposed subsection 66(4) would enable the 
Governor in Council to delete the name of a Crown corporation from Schedule 
B, C or Din certain limited cases. The proposed subsection 66(5), which 
replaces the present subsection 66(3), would replace outdated criteria with the 
test of desired financial control. 


Section 66 at present reads as follows: 
“66. (1) In this Part 


“agency corporation” means a Crown corporation named in Schedule C; 


“auditor’’ means, in relation to a corporation, the person authorized by Parliament to audit the 
accounts and financial transactions of the corporation; 


“Crown corporation” means a corporation that is ut/imately accountable, through a Minister, 
to Parliament for the conduct of its affairs, and includes the corporations named in 
Schedule B, Schedule C and Schedule D; 


“departmental corporation”’ means a Crown corporation named in Schedule B; 
“proprietary corporation”’ means a Crown corporation named in Schedule D. 


(2) The Governor in Council may by order delete the name of any corporation from Schedule 
B, Schedule C, or Schedule D and shall thereupon add the name of that corporation to the 
appropriate schedule in accordance with subsection (3). 


(3) The Governor in Council may by order 


(a) add to Schedule B any Crown corporation that is a servant or agent of Her Majesty in 
right of Canada and is responsible for administrative, supervisory or regulatory services of 
a governmental nature; 


(b) add to Schedule C any Crown corporation that is an agent of Her Majesty in right of 
Canada and is responsible for the management of trading or service operations on a 
quasi-commercial basis, or for the management of procurement, construction or disposal 
activities on behalf of Her Majesty in right of Canada; and 


(c) add to Schedule D any Crown corporation that 


(i) is responsible for the management of lending or financial operations, or for the 
management of commercial and industrial operations involving the production of or 
dealing in goods and the supplying of services to the public, and 


(ii) is ordinarily required to conduct its operations without appropriations.” 
27. (1) All that portion of subsection 67(1) of the said Act preceding paragraph 
(a) thereof is repealed and the following substituted therefor: 

““67. (1) Where in respect of a Crown corporation or any other corporation 
that is ultimately accountable, through a Minister, to Parliament for the 
conduct of its affairs,” 

(2) Subsection 67(2) of the said Act is repealed and the following substituted 
therefor: 

‘“(2) Notwithstanding any other Act, the Auditor General is eligible to be 
appointed the auditor, or a joint auditor, of a corporation referred to in 
subsection (1).”’ 


EXPLANATORY NOTE 


Clause 27: (1) and (2) These amendments would ensure that the Governor in 
Council’s power to designate the auditor (subsection 67(1)) and the eligibility of 
the Auditor General to be appointed auditor (subsection 67(2)) for corporations 
that are ultimately accountable, through a Minister, to Parliament are retained. 
Section 67 at present reads as follows: 

““67. (1) Where, in respect of a Crown corporation, 

(a) no provision is made in any Act for the appointment of an auditor to audit the accounts and 

financial transactions of the corporation, or 

(b) the auditor is to be appointed pursuant to the Canada Corporations Act or the Canada 

Business Corporations Act, ; 


the Governor in Council shall designate a person to audit the accounts and financial transactions 
of the corporation. 


(2) Notwithstanding any other Act, the Auditor General is eligible to be appointed the auditor, 
or a joint auditor, of a Crown corporation.” 
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28. Section 68 of the said Act is repealed and the following substituted 
therefor: 


“67.1 (1) In this section, 
‘“‘auditor”’ includes a partnership of auditors; 


“‘Canadian controlled corporation’”’ means a corporation incorporated or 
continued by or under any Act of the Parliament of Canada or of any of the 
provinces of Canada and not discontinued that is controlled by Her 
Majesty in right of Canada, but does not include a Crown corporation or 
any other corporation that is ultimately accountable, through a Minister, to 
Parliament for the conduct of its affairs; 


“corporation” includes a company or other body corporate; 


“designated Minister’ means, in relation to a Canadian controlled 
corporation, such member of the Queen’s Privy Council for Canada as the 
Governor in Council may designate. 


(2) For the purposes of this section, a corporation is a subsidiary of 
another corporation if it is controlled by that other corporation. 


(3) For the purposes of this section, a corporation is controlled by Her 
Majesty in right of Canada or any other person if 


(a) shares, membership interests or other evidences of interest in the 
corporation to which are attached more than fifty per cent of the votes that 
may be cast to elect directors of the corporation are held, directly or 
indirectly, other than by way of security only, by, on behalf of or for the 
benefit of Her Majesty in right of Canada or that other person, as the case 
may be; and 

(b) the votes attached to those shares, membership interests or other 
evidences of interest are sufficient, if exercised, to elect a majority of the 
directors of the corporation. 


(4) Every Canadian controlled corporation shall prepare and submit to the 
designated Minister, in respect of each financial year and in such form and in 
accordance with such accounting principles and standards as the Treasury 
Board may approve, statements of accounts for the corporation and such 
subsidiaries of the corporation as the designated Minister may prescribe. 


(5) Subsection 77(1) and section 78 apply, with such modifications as the 
circumstances require, to the auditor of a Canadian controlled corporation 
as though the corporation were a corporation referred to in that subsection 
and section and as though the designated Minister were the appropriate 
Minister referred to in that subsection and section. 


(6) Every statement of account required by this section together with the 
report of the auditor thereon shall be included in the Public Accounts for the 
fiscal year during which the financial year covered by the statement 
terminated. 


68. (1) Sections 69 to 78 apply only to corporations named in Schedule C 
or Schedule D, and, except as otherwise provided by any other Act of 
Parliament that expressly refers to this subsection, in the event of any 
inconsistency between the provisions of those sections and the provisions of 


any other Act, the provisions of those sections prevail to the extent of the 
inconsistency. 


(2) This Part does not apply to corporations named in Schedule B except 
as provided in sections 66 and 67.” 


EXPLANATORY NOTE 


Clause 28: The proposed section 67.1 would require Canadian corporations 
controlled by Her Majesty to prepare and have audited financial statements, 
which would be published in the Public Accounts. The amendment to section 
68, which is in part consequential on the proposed repeal of definitions in 
clause 26, would reverse the conflict rule in the present Act so that in the event 
of conflict the provisions of Part VIII of the Financial Administration Act would 
prevail. 

Section 68 at present reads as follows: 


“68. (1) Sections 69 to 78 apply to agency corporations and proprietary corporations, but in 
the event of any inconsistency between the provisions thereof and the provisions of any other 
Act, the provisions of such other Act prevail. 


(2) This Part does not apply to departmental corporations except as provided in section 66.” 


29. (1) Section 70 of the said Act is repealed and the following substituted 
therefor: 


“*70. (1) Each corporation shall annually submit to the appropriate Minister 
a proposed capital budget for the next following financial year of the 
corporation and a proposed corporate plan for the next following planning 
period of the corporation. 


(2) Each corporation named in Schedule C shall annually submit to the 
appropriate Minister a proposed operating budget for the next following 
financial year of the corporation. 


(3) Each corporation shall annually submit to the appropriate Minister, 


(a) at least one month before the beginning of the next following financial 
year of the corporation, a capital budget for that financial year adopted by 
the board of directors of the corporation, and 


(b) at least one month before the beginning of the next following planning 
period of the corporation, a corporate plan for that planning period 
adopted by the board of directors of the corporation, 


for the approval of the Governor in Council. 


(4) Each corporation named in Schedule C shall annually submit to the 
appropriate Minister, at least one month before the beginning of the next 
following financial year of the corporation, an operating budget for that 
financial year adopted by the board of directors of the corporation for the 
approval of the appropriate Minister and the President of the Treasury 
Board. 


(5) A corporation may submit to the appropriate Minister a proposed 
supplementary capital budget or a proposed revised corporate plan for 
approval as described in subsection (3) and a corporation named in 
Schedule C may submit to the appropriate Minister a proposed 
supplementary operating budget for approval as described in subsection (4), 
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but before any such approval is given, the supplementary capital budget, 
revised corporate plan or supplementary operating budget, as the case may 
be, shall be adopted by the board of directors of the corporation submitting 
it. 

(6) The Governor in Council may, when approving a capital budget or 
supplementary capital budget of a corporation, authorize the corporation to 
make, subject to such terms and conditions as he may prescribe, minor 
variations to the budget, but in no case shall such variations result in an 
increase in the aggregate amount of expenditures set out in the budget or in 
expenditures in respect of capital projects not set out in the budget. 

(7) No corporation shall enter into a contract, commitment or other 
arrangement to incur a capital expenditure unless the capital expenditure is 
provided for in a capital budget or supplementary capital budget of the 
corporation approved in accordance with this section or in a variation 
thereof authorized pursuant to subsection (6) or is approved by the Treasury 
Board. 

(8) Any contract, commitment or other arrangement entered into contrary 
to subsection (7) is of no force and effect. 


(9) On the request of any person dealing with a corporation, an officer of 
the corporation designated by the board of directors thereof may issue a 
certificate to the effect that any capital expenditure set out in the certificate 
has been provided for in a capital budget or supplementary capital budget of 
the corporation approved in accordance with this section or in a variation 
thereof authorized pursuant to subsection (6) or has been approved by the 
Treasury Board, as the case may be. 

(10) A certificate issued pursuant to subsection (9) is, as between the 
corporation and any person dealing in good faith with the corporation 
otherwise than as director, officer, shareholder or proprietor thereof, 
conclusive evidence of the matters certified without proof of the signature or 
the official character of the person appearing to have signed the certificate. 


(11) For each corporation the appropriate Minister shall annually lay before 
Parliament the capital budget and any supplementary capital budgets for its 
financial year approved in accordance with this section. 

(12) Where, in the opinion of the appropriate Minister and the President of 
the Treasury Board, a corporation named in Schedule C has required and is 
likely to continue to require substantial appropriations from Parliament, the 
appropriate Minister shall lay before Parliament the operating budget and 
any supplementary operating budgets for its financial year approved in 
accordance with this section. 

(13) Every capital budget or operating budget required by this section to 
be laid before Parliament shall be so laid 

(a) in the case of a corporation whose financial year begins on a day in the 

period beginning on the first day of January of any year and ending on the 

first day of April of that year, between the first day of February and the 
thirty-first day of May of that year, and 

(b) in any other case, within fifteen days after the budget is approved in 

accordance with this section, 


but if, in the case described in paragraph (a), Parliament is not sitting on any 
of the last ten days of May, or, in the case described in paragraph (b), 
Parliament is not sitting on any of the fifteen days referred to in paragraph 
(b), then the budget shall be laid before Parliament within the first fifteen 
days next following the thirty-first day of May or the expiry of the fifteen day 
period referred to in paragraph (b), as the case may be, that Parliament is 
sitting. 

(14) Every supplementary capital budget or supplementary operating 
budget required by this section to be laid before Parliament shall be so laid 
with the next following supplementary estimates laid before Parliament. 


(15) In addition to any capital budget or operating budget required by this 
section, 

(a) each corporation shall submit to the appropriate Minister a proposed 

Capital budget, and 

(b) each corporation named in Schedule C shall submit to the appropriate 

Minister a proposed operating budget 


for such period longer than its financial year as the Treasury Board may 
require. 


(16) The Treasury Board may, by regulation, prescribe the form in which 
budgets or plans referred to in this section are to be prepared, the 
information to be contained therein or to accompany such budgets or plans, 
the time each year when proposed budgets or plans are to be submitted to 
the appropriate Minister and the planning period to be covered by corporate 
plans.” 


(2) Where, prior to the coming into force of subsection (1), a capital budget 
of a corporation named in Schedule C or Schedule D to the Financial 
Administration Act is approved by the Governor in Council, any contract, 
commitment or other arrangement to incur a capital expenditure provided for in 
that budget that is entered into by the corporation in the financial year of the 
corporation during which that subsection comes into force is deemed to be a 
contract, commitment or other arrangement to incur a capital expenditure 
provided for in a capital budget of the corporation approved in accordance with 
section 70 of the Financial Administration Act enacted by subsection (1). 


EXPLANATORY NOTE 


Clause 29: This amendment would require Crown corporations named in 
Schedule C or D to file corporate plans and, in certain instances, 
supplementary capital or operating budgets and revised corporate plans and 
would specify the effect of approval of budgets and the time when budgets, 
including, in certain instances, operating budgets, are to be laid before 
Parliament. It would also enable the Treasury Board to require budgets for 
periods longer than a financial year and to prescribe the contents of budgets 
and plans. 

Section 70 at present reads as follows: 


“70. (1) Each agency corporation shall annually submit to the appropriate Minister an 
operating budget for the next following financial year of the corporation for the approval of 
the appropriate Minister and the President of the Treasury Board. 
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(2) For each corporation the appropriate Minister shall annually lay before Parliament the 
capital budget for its financial year approved by the Governor in Council on the 
recommendation of the appropriate Minister, the President of the Treasury Board and the 
Minister of Finance. 


(3) The Treasury Board, on the joint recommendation of the President of the Treasury 
Board and the appropriate Minister, may by regulation prescribe the form in which budgets 
required by this section shal// be prepared.”’ 

30. Subsection 71(1) of the said Act is repealed and the following substituted 
therefor: 


“71. (1) A corporation may maintain in its own name one or more accounts 
in the Bank of Canada or any other bank in Canada or in such financial 
institution outside Canada as the Minister of Finance may approve.” 


EXPLANATORY NOTE 


Clause 30: This amendment would enable Crown corporations to open bank 
accounts in Canada without the necessity of the Minister of Finance’s approval. 
Subsection 7 1(1) at present reads as follows: 

“71. (1) A corporation may, with the approval of the Minister of Finance, maintain in its own 
name one or more accounts in the Bank of Canada or in such bank in Canada or financial 
institution outside Canada as the Minister of Finance may approve.”’ 

31. Sections 72 and 73 of the said Act are repealed and the following 
substituted therefor: 


‘“‘73. The Governor in Council may make regulations with respect to the 
conditions upon which a corporation named in Schedule C may undertake 
contractual commitments.”’ 


EXPLANATORY NOTE 


Clause 31: The repeal of section 72 would eliminate a provision respecting 
loans that has rarely been used. 

The amendment to section 73 is consequential on the proposed repeal of the 
definition ‘‘agency corporation” in clause 26. 


Sections 72 and 73 at present read as follows: 


“72. (1) At the request of the appropriate Minister, and subject to the approval of the Governor 
in Council, the Minister of Finance may from time to time lend money to a corporation for 
working capital out of money in the Consolidated Revenue Fund. 


(2) The aggregate amount of loans outstanding made to any one corporation under this 
section shall not at any time exceed five hundred thousand dollars. 


(3) A loan under this section is subject to such terms and conditions as the Governor in 
Council approves and is repayable within a period not exceeding twelve months from the day on 
which the loan was made. 


(4) A report of every loan to a corporation under this section shall be laid by the Minister of 
Finance before Parliament within fifteen days after it is made or, if Parliament is not then in 
session, within fifteen days after the commencement of the next ensuing session. 


73. The Governor in Council may make regulations with respect to the conditions upon which 
an agency corporation may undertake contractual commitments.”’ 
32. (1) All that portion of subsection 75(2) of the said Act preceding paragraph 
(a) thereof is repealed and the following substituted therefor: 


‘“(2) A corporation shall prepare in respect of each financial year 
statements of accounts, which shall include” 


(2) Subsections 75(3) and (4) of the said Act are repealed and the following 
substituted therefor: 


“(2.1) A corporation shall prepare and submit to the appropriate Minister 
in respect of each of the first three quarters of each financial year interim 
quarterly statements of accounts, which shall include such information in 
respect of the financial affairs of the corporation as the Governor in Council 
may require. 


(2.2) Every statement of account required by subsection (2) or (2.1) shall be 
prepared in such form and in accordance with such accounting principles 
and standards as the Treasury Board may approve and every statement of 
account required by subsection (2.1) shall be submitted to the appropriate 
Minister at such time as the Treasury board may require. 


(3) A corporation shall, as soon as possible, but within three months after 
the termination of each financial year, submit an annual report to the 
appropriate Minister in such form as he may prescribe, which report shall 
include the statements of accounts specified in subsection (2) and such other 
information respecting the business and affairs of the corporation as he may — 
require, and the appropriate Minister shall lay the report before Parliament 
within fifteen days after he receives it or, if Parliament is not sitting on any of 
those fifteen days, within the first fifteen days next thereafter that Parliament 
is sitting. 

(3.1) The annual report of a corporation required by subsection (3) shall be 
signed by at least two directors of the corporation or, if the corporation is a 
corporation sole, by the person constituted the corporation sole. 


(4) A corporation shall make such reports of its financial affairs at such 
times as the appropriate Minister, the Treasury Board or the Minister of 
Finance may require.” 


EXPLANATORY NOTE 


Clause 32: (1) This amendment is consequential on the proposed subsection 
75(2.2) contained in subclause (2). 
Subsection 75(2) at present reads as follows: 
“(2) Subject to such directions as to form as the Treasury Board may give, a corporation 
shall prepare in respect of each financial year statements of accounts which shall include 


(a) such information as a corporation incorporated under the Canada Business Corporations 
Act is required to place before the shareholders of the corporation at every annual meeting; 
and 


(b) such other information in respect of the financial affairs of the corporation as the 

appropriate Minister, the Treasury Board or the Minister of Finance may require.”’ 
(2) This amendment would require the filing of interim quarterly statements of 
accounts. It would also require statements of account to be prepared in 
accordance with accounting principles approved by Treasury Board and 
annual reports to be signed by directors and would enable the appropriate 
Minister to specify information to be contained in the annual report and the 
Treasury Board and Minister of Finance to request financial reports. 
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Subsections 75(3) and (4) at present read as follows: 


“(3) A corporation shall, as soon as possible, but within three months after the termination of 
each financial year submit an annual report of the appropriate Minister in such form as he may 
prescribe, which shall include the statement of accounts specified in subsection (2), and the 
appropriate Minister shall lay the report before Parliament within fifteen days after he receives it 
or, if Parliament is not then in session, within fifteen days after the commencement of the next 
ensuing session. 


(4) A corporation shall make to the appropriate Minister such reports of its financial affairs as 
he requires.” 


33. Paragraph 77(1)(b) of the said Act is repealed and the following substituted 
therefor: 


““(b) the financial statements of the corporation 


(i) were prepared on a basis consistent with that of the preceding year, 
are in agreement with the books of account and have been prepared in 
accordance with accounting principles and standards approved by the 
Treasury Board, and 


(ii) give a true and fair view of the income and expense of the 
corporation for the financial year and the state of the corporation’s 
affairs as at the end of that year; and’”’ 


EXPLANATORY NOTE 


Clause 33: This amendment would modify the auditor’s statement on the 
annual report to the appropriate Minister. 
Subsection 77(1) at present reads as follows: 


“77. (1) The auditor shall report annually to the appropriate Minister the result of his 
examination of the accounts and financial statements of a corporation, and the report shall state 
whether in his opinion 


(a) proper books of account have been kept by the corporation; 
(b) the financial statements of the corporation 


(i) were prepared on a basis consistent with that of the preceeding year and are in 
agreement with the books of account, 


(ii) in the case of the balance sheet, give a true and fair view of the state of the 
corporation’s affairs as at the end of the financial year, and 


(iii) in the case of the statement of income and expense, give a true and fair view of the 
income and expense of the corporation for the financial year; and 


(c) the transactions of the corporation that have come under his notice have been within the 
powers of the corporation under this Act and any other Act applicable to the corporation; 


and the auditor shall call attention to any other matter falling within the scope of his examination 
that in his opinion should be brought to the attention of Parliament.” 
34. (1) Schedule B to the said Act is amended by deleting therefrom the 
“Municipal Development and Loan Board’”’. 


(2) Schedule C to the said Act is amended by deleting therefrom the ‘‘Canadian 
National (West Indies) Steamships, Limited’’ and the ‘‘Centennial 
Commission’. 


(3) Schedule D to the said Act is amended by deleting therefrom the ‘‘Polymer 
Corporation Limited’’, which company by supplementary letters patent under 
the Canada Corporations Act dated March 22, 1973 changed its name to 
“‘Polysar Limited’’. 


EXPLANATORY NOTE 


Clause 34: (1) to (3) These amendments would delete the named corporations 
from the schedules. 


Consequential and Related Amendments 


35. The portions of Acts set out in the schedule are repealed or amended in the 
manner and to the extent indicated in the schedule. 


Commencement 


36. This Act or any section or sections thereof shall come into force on a day or 
days to be fixed by proclamation. 
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SCHEDULE 
(Section 35) 


Item Act Affected 
ile Agricultural Stabilization Act 
R.S., c. A-9 
2. Atomic Energy Control Act 
R.S., c. A-19 
3. Broadcasting Act 
R.S., c. B-11 
4. Canada Deposit Insurance 
Corporation Act 
R:S., c.C-3 
Ss. Canadian Commercial Corporation 
Act 
R.S., c. C-6 
6. Canadian Dairy Commission Act 
R.S., c. C-7 


Amendment 


Subsection 4(5) is repealed. 


Section 7 is repealed. 


(1) All that portion of section 44 following 
paragraph (f) thereof is repealed. 


(2) Subsection 45(1) is repealed and the 
following substituted therefor: 


“45. (1) Notwithstanding the Financial 
Administration Act and in particular 


subsection 68(1) thereof, the Corporation shall 
maintain in its own name one or more accounts 
in the Bank of Canada or in any other bank in 
Canada.”’ 


Subsection 35(1) is repealed and the following 
substituted therefor: 


“35. (1) Notwithstanding the Financial 
Administration Act and in particular 
subsection 68(1) thereof, but subject to 
subsection (2), receipts of the Corporation 
shall be deposited in the Bank of Canada to 
the credit of the Corporation and may be 
withdrawn therefrom as the Corporation 
requires.”’ 


(1) Subsection 4(2) is repealed. 


(2) Subsections 8(8) and (9) are repealed and 
the following substituted therefor: 


“(9) If in the opinion of the Minister any 
moneys paid to the Receiver General pursuant 
to subsection 7 1(4) of the Financial 
Administration Act are again required for the 
purposes of this Act, the Minister of Finance 
may, on the request of the Minister, from time 
to time deposit all or any part of such moneys 
to the credit of the Corporation in the Bank of 
Canada or in a bank designated by the 
Minister.”’ 


Section 11 is repealed. 


SCHEDULE—Continued 


Item Act Affected 
rf Canadian Film Development 
Corporation Act 
R.S., c. C-8 
8. Canadian National Railways Act 
R.S., c. C-10 


(Section 35) 


Amendment 


Section 13 is repealed and the following 
substituted therefor: 


“13. The Corporation may make by-laws for 
the regulation of its proceedings and generally 


for the conduct and management of its 
activities.” 


(1) Subsection 6(6) is repealed and the 
following substituted therefor: 


‘“(6) The Governor in Council 
may appoint one of the 
directors of the National 
Company to be Chairman of 
the Board of Directors. 


Chairman 


Whole (7) The Chairman shall 

time devote the whole of his time to 
the performance of his duties 
under this Act.” 


(2) Subsection 8(3) is repealed and the 
following substituted therefor: 


(3) The President may be paid by the 
National Company a salary or other 
remuneration fixed by the Governor in 
Council.” 


(3) Subsection 38(1) is repealed and the 
following substituted therefor: 


Contin- “38. (1) A continuous audit 

uous of the accounts of National 

audit Railways shall be made by 
independent auditors 
appointed annually by the 
Governor in Council who shall 
annually report to the Minister 
in respect of their audit. 

Auditors (1.1) Notwithstanding 

for period subsection (1), the firm of 

1974-78 Coopers & Lybrand, of the 


Cities of Toronto and 
Montreal, appointed for the 
purposes of that subsection as 
independent auditors for the 
period 1974 to 1978 by 
subsection 14(2) of the 
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SCHEDULE—Continued 


(Section 35) 


Item Act Affected 


9. Cape Breton Development 


Corporation Act 


R.S., c. C-13; c. 7 (1st Supp.), s. 


3; 1974-75-76, c. 33, s. 265 


1974-75-76, c. 33, s. 265 


Amendment 


Canadian National Railways 
Financing and Guarantee Act, 
1973 continue in office until 
the expiration of that period.”’ 


(1) Subsection 18(3) is repealed. 


(2) Subsection 20(1) is repealed and the 


following substituted therefor: 


“20. (1) Notwithstanding the Financial 


Administration Act and in particular 
subsection 68(1) thereof, the Corporation shall 
maintain in the name of Cape Breton 
Development Corporation, Coal Division, one 
or more accounts in the Bank of Canada or in 


any other bank in Canada.” 
(3) Subsection 20(5) is repealed and the 


following substituted therefor: 


‘(5) The statements of accounts of the 
Corporation submitted pursuant to section 75 
of the Financial Administration Act shall be 


prepared separately in relation to the 
operations of the Coal Division.” 


(4) Section 21 is repealed and the following 


substituted therefor: 


‘21. The budgets and plan of the 
Corporation submitted pursuant to section 70 
of the Financial Administration Act shall be 


prepared separately in relation to the 
operations of the Coal Division.” 


(5) Subsection 25(1) is repealed and the 


following substituted therefor: 


“25. (1) Notwithstanding the Financial 
Administration Act and in particular 
subsection 68(1) thereof, the Corporation shall 
maintain in the name of Cape Breton 
Development Corporation, Industrial 
Development Division, one or more accounts in 
the Bank of Canada or in any other bank in 
Canada.”’ 


(6) Subsection 25(5) is repealed and the 


following substituted therefor: 


SCHEDULE—Continued 
(Section 35) 


Item Act Affected 


c. 7 (1st Supp.), s. 3 


Amendment 


‘(5) The statements of accounts of the 
Corporation submitted pursuant to section 75 
of the Financial Administration Act shall be 
prepared separately in relation to the 
operations of the Industrial Development 
Division.” 


(7) Section 26 is repealed and the following 


substituted therefor: 


“26. (1) The budgets and plan of the 
Corporation submitted pursuant to section 70 
of the Financial Administration Act shall be 
prepared separately in relation to the 
operations of the Industrial Development 
Division. 


(2) Each capital budget of the Corporation 
for the Industrial Development Division 
submitted pursuant to section 70 of the 
Financial Administration Act shall include 
such information regarding any guarantees 
that the Corporation proposes to give pursuant 
to paragraph 23(1)(a) during the fiscal year to 
which such budget relates as the Minister may 
from time to time require.” 


(8) Subsection 28(2) is repealed. 


(9) Subsection 31(1) is repealed and the 


following substituted therefor: 


Financial “31. (1) Subject to 
Adminis- subsection (1.1), the 

tration Corporation shall be deemed 
Act for the purposes of the 


Financial Administration Act 
to be a corporation named in 
Schedule D to that Act. 


Idem (1.1) Section 70 of the 


Financial Administration Act 
applies to the Corporation as 
though it were a corporation 
named in Schedule C to that 
Act.”’ 


(10) Section 33 is repealed and the following 


substituted therefor: 


‘*33. Each annual report of the Corporation 
submitted pursuant to the subsection 75(3) of 
the Financial Administration Act shall 
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SCHEDULE—Continued 
(Section 35) 


Item Act Affected Amendment 


(a) deal separately with the operations of the 
Coal Division and the Industrial Development 
Division during the year to which the report 
relates; 


(b) include the statements of accounts 
specified in subsection 20(5) and subsection 
25(5); and 


(c) be submitted to the Lieutenant Governor 
in Council of Nova Scotia in addition to the 
Minister.”’ 


10. Central Mortgage and Housing (1) Subsection 5(5) is repealed. 
Corporation Act 
R.S., c. C-16 


(2) Subsection 7(1) is repealed and the 
following substituted therefor: 


“7. (1) The Board, with the approval of the 
Governor in Council, shall appoint the 
President and appoint and fix the salaries of 
three Vice-Presidents.”’ 


‘(3) Subsection 31(1) is repealed and the 
following substituted therefor: 


“31. (1) The Governor in Council shall 
appoint two auditors to hold office for a term 
not exceeding two years, to audit the affairs of 
the Corporation.”’ 


(4) Subsection 31(4) is repealed and the 
following substituted therefor: 


““(4) When any vacancy occurs in the office of 
the auditor of the Corporation, notice thereof 
shall forthwith be given by the Corporation to 
the Governor in Council who thereupon shall 
appoint some other auditor to serve until the 
last day of February next following.” ’’ 


(5) Section 33 is repealed. 


Le Cooperative Credit Associations Act Subsection 89(3) is repealed and the following 
R.S., c. C-29; 1973-74, c.37,s.41 substituted therefor: 


(3) The capital budget of the Corporation 
submitted pursuant to section 70 of the 
Financial Administration Act shall not include 
information relating to anticipated capital 
requirements of the Corporation under this 
section.” 


SCHEDULE—Continued 


(Section 35) 


Item Act Affected 


12) Criminal Records Act 
c. 12 (1st Supp.) 


13! Export Development Act 
R.S., c. E-18 
14. Farm Credit Act 
RiomCar=2 
als Federal Business Development 
Bank Act 


1974-75-76, c. 14 


Amendment 


Paragraph 8(b) is repealed and the following 
substituted therefor: 


“(b) employment by any Crown corporation 
as defined in section 66 of the Financial 
Administration Act or by any other 
corporation that is ultimately accountable, 
through a Minister, to Parliament for the 
conduct of its affairs as delimited in that 
section,” 


Subsections 16(2) and (3) are repealed and the 
following substituted therefor: 


Approval “(2) No by-law or 

of amendment or repeal of a 

by-laws by-law made under subsection 
(1) has effect until approved 
by the Governor in Council. 

Report to (3) Every by-law made under 

Parlia- subsection (1) shall be laid 

ment before Parliament within 


fifteen days after it has been 
approved by the Governor in 
Council, or, if Parliament is not 
then sitting, on any of the first 
fifteen days next thereafter 
that Parliament is sitting.” 


Subsection 14(1) is repealed and the following 
substituted therefor: 


“14. (1) Notwithstanding the Financial 
Administration Act and in particular 
subsection 68(1) thereof, the Corporation shall 
maintain in its own name one or more accounts 
in the Bank of Canada or in any other bank in 


(1) All that portion of paragraph 27(d) 
preceding subparagraph (i) thereof is repealed 
and the following substituted thereof: 


“(d) notwithstanding the Financial 
Administration Act and in particular 
subsection 68(1) thereof, deposit money 
with” 
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SCHEDULE—Continued 


Item Act Affected 

16. Freshwater Fish Marketing Act 
R.S., c. F-13 

Whe Investment Companies Act 


1970-71-72, c. 33 


18. Livestock Feed Assistance Act 
R.S., c. L-9 

19. An Act respecting the National 

Battlefields at Quebec 

1907-08, c. 57 

20. National Harbours Board Act 
R.S., c. N-8 

21. National Museums Act 
R.S., c. N-12 

P~2. Nothern Canada Power 


Commission Act 


R.S., c. N-21; 1974-75-76, c. 51, 


s. 8 


1974-75-76, c. 51, s. 8 
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(Section 35) 


Amendment 


(2) Subsection 35(2) is repealed and the 
following substituted therefor: 


Publica- ‘(2) On becoming effective 
tion every by-law made pursuant 


to this Act, other than a by-law 
made pursuant to section 38, 
shall be published in the 
Canada Gazette.” 


(3) Subsection 38(2) is repealed. 


Subsection 15(2) is repealed and the following 
substituted therefor: 


Status ‘(2) The Corporation shall 
be deemed for the purposes of 
the Financial Administration 
Act and the Income Tax Act to 
be a corporation named in 
Schedule D to the Financial 
Administration Act.” 


Subsection 29(3) is repealed and the following 
substituted therefor: 


(3) The capital budget of the Corporation 
submitted pursuant to section 70 of the 
Financial Administration Act shall not include 
information relating to anticipated capital 
requirements of the Corporation under this 
section.” 


Section 22 is repealed. 


Section 12 is repealed. 


Section 33 is repealed. 


All that portion of section 13 preceding 
paragraph (a) thereof is repealed and the 
following substituted therefor: 


“13. The Board may make by-laws”’ 


(1) Subsection 3(9) is repealed. 


(2) Section 16 is repealed. 


SCHEDULE—Continued 
(Section 35) 


Item Act Affected Amendment 
23: Official Languages Act The definition ‘Crown corporation”’ in 
R.S., c. O-2 subsection 36(1) is repealed and the following 


substituted therefor: 


“““Crown corporation” means a Crown 
corporation as defined in section 66 of the 
Financial Administration Act and any 
corporation that is ultimately accountable, 
through a Minister, to Parliament for the 
conduct of its affairs as delimited in that 
section;”’ 


24. Petro-Canada Act (1) Subsections 7(2) to (6) are repealed. 
1974-75-76, c. 61 


(2) Section 19 is repealed and the following 
substituted therefor: 


“49. Notwithstanding subsection 68 (1) of the 


Financial Administration Act, subsection 71(4) 
of that Act does not apply in respect of any 
surplus accumulated by the Corporation for 
the purpose of meeting its obligations under 
any debentures or other securities issued by 
the Corporation.” 


25; Pilotage Act Section 28 is repealed. 
1970-71-72, c. 52 
26. Public Service Superannuation Act The definition “‘Crown corporation” in 
R.S., c. P-36 subsection 39(1) is repealed and the following 


substituted therefor: 


‘““Crown corporation” means a Crown 
corporation as defined in section 66 of the 
Financial Administration Act and any 
corporation that is ultimately accountable, 
through a Minister, to Parliament for the 
conduct of its affairs as delimited in that 
section, but does not include any such 
corporation specified in Part | of Schedule A 


to this Act;”’ 
Zhe Residential Mortgage Financing Act (1) All that portion of paragraph 9(1)(b) 
1973-74, c. 49 preceding subparagraph (i) thereof is repealed 


and the following substituted therefor: 


“(b) the. power, notwithstanding the 


Financial Administration Act and in 


particular subsection 68(1) thereof, to make 


deposits with and to buy and sell the short 
term debt obligations of’’ 


UF 


SCHEDULE—Continued 
(Section 35) 


Amendment 


Item Act Affected 

28. Royal Canadian Mint Act 
R.S., c. R-8 

29. St. Lawrence Seaway Authority Act 
Rio Cao! 

30. Surplus Crown Assets Act 
R.S., c. S-20 


“Subsection 11(2) is repealed and the following 
substituted therefor: 


(2) During any period in which the 
Corporation is an agent of Her Majesty 
pursuant to subsection 10(1), the following 
provisions of the Loan Companies Act do not 
apply in respect of the Corporation, namely: 
paragraph 12(1)(c), sections 13, 18, 32, 58, 
60%4; 69F (OM ialalaialecrandarectOnsoeus 


(1) Section 6 is repealed. 


(2) Section 25 is repealed. 


Section 21 is repealed. 


(1) Subsection 7(8) is repealed and the 
following substituted therefor: 


Directors’ (8) The Board may, with the 

fees approval of the Minister, fix 
the fees to be paid to directors 
for attending meetings.” 


(2) Subsection 11(1) is repealed and the 
following substituted therefor: 


“41. (1) Notwithstanding the Financial 
Administration Act and in particular 
subsection 68 (1) thereof, the Corporation shall 
keep one or more accounts in any bank in 
Canada and, with the approval of the Minister 
and the Minister of Finance, may keep one or 
more accounts in any financial institution 
outside Canada; and all moneys from time to 
time received by the Corporation shall be 
deposited in the account or accounts.”’ 


(3) All that portion of subsection 11(2) 
preceding paragraph (a) thereof is repealed and 
the following substituted therefor: 


(2) Notwithstanding the Financial 
Administration Act and in particular 


subsection 68 (1) thereof, all moneys deposited 
in the Corporation’s accounts kept under 
subsection (1) except” 


(4) Section 14 is repealed and the following 
substituted therefor: 


SCHEDULE—Continued 
(Section 35) 


Item Act Affected Amendment 


“14. The annual report that the Corporation 
is required to submit to the Minister pursuant 
to section 75 of the Financial Administration 
Act shall contain in reasonable detail 
particulars of surplus Crown assets sold or 
otherwise disposed of during the period 


covered by the report.” 


31. Teleglobe Canada Act (1) Subsection 3(9) is repealed. 
R.S., c. C-11; 1974-75-76, c. 77, 
Sao 
1974-75-76, c.77,s.5 (2) Subsection 4(2) is repealed and the 


following substituted therefor: 


“(2) The President shall be paid by the 
Corporation such salary as is fixed by the 
Governor in Council.”’ 


(3) Section 17 is repealed and the following 
substituted therefor: 


“17. Notwithstanding the Financial 
Administration Act and in particular 
subsection 68 (1) thereof, section 70 of the 
Financial Administration Act applies to the 
Corporation as though it were a corporation 
named in Schedule C to that Act.”’ 
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Appendix B. 
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Crown-owned companies established prior to 1939: 


Bank of Canada, (1934) 
Canadian Broadcasting Corporation, originally the 
Canadian Radio Broadcasting Commission, (1932) 
Canadian Farm Loan Board, (1929) 
Canadian National Railways, (1919) 
Canadian National (West Indies) Steamships Ltd., (1929) 
Canadian Wheat Board (1935) 
Director of Soldier Settlement, a corporation sole, (1919); 
Federal District Commission, originally the 
Ottawa Improvement Commission, (1927) 
Halifax Relief Commission, (1918) 
National Battlefields Commission, (1908) 
National Gallery of Canada, (1913) 
National Harbours Board, (1936) 
National Research Council, (1917) 
Trans-Canada Air Lines, later known as 
Air Canada, (1937) 


Appendix C. 


Crown-owned companies established during the Second World War: 


Aero Timber Products Limited 

Allied War Supplies Corporation 

Atlas Plant Extension Limited 

Canadian Wool Board 21 

Commodity Prices Stabilization Corporation 2! 
Citadel Merchandising Company 
Cutting Tools and Gauges Limited 
Defence Communications Limited 
Eldorado Mining and Refining Limited (now Eldorado Nuclear Limited) 
Fairmount Company Limited 

Federal Aircraft Limited 

Machinery Service Limited 

Melbourne Merchandising Limited 
National Railways Munitions Limited 
Northwest Purchasing Limited 

Polymer Corporation Limited (now Polysar Limited) 
Park Steamship Company Limited 
Plateau Company Limited 

Quebec Shipyards Limited 

Research Enterprises Limited 

Small Arms Limited 

Toronto Shipbuilding Company Limited 
Turbo Research Limited 

Veneer Log Supply Limited 

Victory Aircraft Limited 

War Supplies Limited 

Wartime Housing Limited 

Wartime Merchant Shipping Limited 
Wartime Metals Corporation 

Wartime Oils Limited 

Wartime Salvage Limited?" 

Wartime Food Corporation 2! 


21|ncorporated under the Companies Act pursuant to the War Measures Act. 
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Appendix D. 


Present scheduling of corporations in the Financial Administration Act: 


Schedule B (departmental corporations) 


“...a servant or agent of Her Majesty in right of 
Canada and is responsible for administrative, 
supervisory or regulatory services of a governmental 
nature;” 22 


Agricultural Stabilization Board 
Atomic Energy Control Board 

The Director of Soldier Settlement 
The Director, Veterans’ Land Act 
Economic Council of Canada 
Fisheries Prices Support Board 
Medical Research Council 

Municipal Development and Loan Board 
National Museums of Canada 

National Research Council 

Science Council of Canada 
Unemployment Insurance Commission 


Schedule C (agency corporations) 


“...an agent of Her Majesty in right of Canada and 

is responsible for the management of trading or service 
operations on a quasi-commercial basis, or for the 
management of procurement construction or disposal 
activities on behalf of Her Majesty in right of Canada”. 22 


Atomic Energy of Canada Limited 
Canadian Arsenals Limited 

Canadian Commercial Corporation 
Canadian Dairy Commission 

Canadian Film Development Corporation 
Canadian Livestock Feed Board 
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Canadian National (West Indies) Steamships, Limited 
Canadian Patents and Development Limited 
Canadian Saltfish Corporation 

Centennial Commission 

Crown Assets Disposal Corporation 
Defence Construction (1951) Limited 

Loto Canada Inc. 

National Battlefields Commission 

National Capital Commission 

National Harbours Board 

Northern Canada Power Commission 

Royal Canadian Mint 

Uranium Canada Limited 


Schedule D (Proprietary corporations) 


coe 


i) is responsible for the management of lending or 
financial operations, or for the management of 
commercial and industrial operations involving the 
production of or dealing in goods and the supplying 
of services to the public 


ii) is ordinarily required to conduct its operations 
without appropriations”. 22 


Air Canada 
Canada Deposit Insurance Corporation 
Canadian Broadcasting Corporation 
Cape Breton Development Corporation 
Central Mortgage & Housing Corporation 
Eldorado Aviation Limited 
Eldorado Nuclear Limited 
Export Development Corporation 
Farm Credit Corporation 
Federal Business Development Bank 
Federal Mortgage Exchange Corporation 
Freshwater Fish Marketing Corporation 
National Railways 
Northern Transportation Company Limited 
Petro-Canada 
Pilotage Authorities 

Atlantic Pilotage Authority 

Laurentian Pilotage Authority 

Great Lakes Pilotage Authority 

Pacific Pilotage Authority 
Polysar Limited 
St. Lawrence Seaway Authority 
Seaway International Bridge Corporation Limited 
Teleglobe Canada 


22'S ubsection 66(3), Financial Administration Act. 
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